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Before the 


FEDFRAL COMMUNICATICNS COMMISSZbt ". FCC 75-1430 


Washinston, D. C. 20554 38704 
In the Matter of 


International Record Carriers’ Scope of 


Operations in the Continental United Docket—Nex—1966¢ * 
States, Including Possible Revisions to io... 


the Formula Prescribed under Section 222 
of the Communications Act 


j 
REPORT AND ORDER AND NOTICE OF PROPOSE! ROLEMAXSING 
Adcpted: December 22, 1975 ; Released: January 7 1976 


Rat ee et ee ee 


By the Comnission: Commissioner Hooks issuing a separate statement. 


<. PREEIMINARY STATEMENT 


1. This investigation ard rvlemaking proceeding was 
instituted in 1972 to determine whether the Commission should medity 
the present international formula which was prescviked in 1943. That 
formula soverns. distribution by Western Union Telegraph Company (WT) 
among the internaticnal record carriers (IFCs) of cutbound, unroutedc 
international message telecraph traffic. Our easens for institutine 
this proceeding are fully presentec at 43 Fcc 1174 (1973), (Designa> 
tion Order). In a subsequent order, 47 FCC 2d 225 (1974), we medified 
cur preceéures because of a cortrcversy ameng the parties concerning 
the reliability ef infermaticr sckritted by the International Cuota 
Bureau (ICP). 1/ 


2. Pursuant to our orders, Statements of Fact and 
Mercranduns of Law were filed cr Culy 16, 1874 Ey Canaciar Yaticna! 
Railway (C3R), Canadian Facific, Ltd. (CPL), ITT, PCA Glokal Communica- 
tions, Inc. (RCA), TRY Telecommunications Corporation (TRI), Western 


l/ The [08 is che professional staff of the International Formula Com 
ttee (IFC), a kody composed of representatives of the InCs entitled 

to traffic under the formula. Section Xi of the formula places 
administration of its provisions with the Irc. In carrying out its 
function to instruct WU to which carriers it is to distribute traffic, 
the IQB maintuins data on traffic volumes and distrifution. ‘The 
Designation Order made the IFC and IGB parties for the purpose of oro= 
viding the respondents with data for their use in responding to the 
designated issues. 43 FCC 2d at 11982. 
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Union International, Inc. (WUI), and WU. 2/ In addition to these 

Statements, Comsat General Corp. on July 8, 1974 filed Comments and 

on August 30, 1974 a Reply, in which it raised the question whether 

the formula governing distribution of outbound message telegraph 

traffic destined to ships at sea (maritime formmla) should be revised. 

On August 19, 1974, all respondents except CiR and CPL filed 

Responses to the initial Statements and, on September 6, 1974, Replies. 

During April, 1975, WO submitted to the parties and the Commission 

the results of its study of outbound message traffic. Based on the 

results of this study, the parties filed on August 1, 1975, Supplementary 

Comments and on August 28, 1975, Supplemental Replies. In ai 
addition to these formal pleadings, statistical data were submitted ‘ 
by the IQB. Not submitted for consideration in this inquiry, but in- 
corporated ty reference into the pleacings of RCA and ITT, was a 
document prepared by the Policy Support Division, Office of Telecommuni- i 
cations, United States Department of Commerce (OT) entitled Policy FRe- ‘ 
search Estimate, Working Draft, The International Formula for the Dis- 

tribution of Unrouted Telegraph Messages, dated June 2, 1975. To the 

extent useful in considering the arguments of the parties, we will take notice 


of this document. The foregoing items, plus the pleadings considered in the 
Designation Order, constitute the record for decision in this proceeding. 


Summary 

as ter considering the views of the parties and other 
material before us, we have concluded that the present method of dis- 
tribution embodied in the international formula is unjust, unreasonable, 
inequitable and not in the public interest; and that the formula should 
' therefore be replaced as provided below. In reaching this conclusion 
we find that the present formula, under the circumstances prevailing today, 
fails to meet the statutory standard in Sections 222(e) (1) and 222 (e) (3) 
either in concept or in operation. As we explain more fully below, the 
present formula, with its basic unit the quota system, represents a market~- 
sharing device which is by definition antithetical to the free flow of 
competition which Congress sought to encourage and enhance. Whatever may have 


2/ The French Telegraph Cable Co. (FTC) and United States-Liberia Radio 
Corporation (U.S. Liberia) were also named as parties to this 
inquiry. Both carriers filed statements that they did not wish to 
participate in the inquiry, but stood ready to implement any decision i 
of the Commission. 


3 
been the justification for this arrangement under the unique 
circumstances facing us in 1943, the present conditions in the industry 
and the economy generally indicate that such practices now work 
against the public interest. We have also found that the formula 
has not worked well in practice. Due to weaknesses in the formula 
structure and changes in the industry which the formula failed to predict 
or allow for, serious distortions have developed in the pattern of 
distribution which appear unlikely ever to correct 
themselves. These distortions have made the present formula inequitable 
as among the parties and have worked against the public's interest in 
a strong, efficient public message service. In these circumstances, 
we believe the Zormula hasoutlived its usefulness ahd should be re- 
pealed. In place of the present formula, we will place distribution 
of traffic on the choice of the customer. For reasons discussed fully 
below, however, we cannot move immediately to required customer routing. 
In the interim, we have prescribed a new formula which distributes un- 
routed traffic among the IRCs in the same proportions as each carrier 
handles routed traffic. In this way, the inequities of the present . 
Gistribution will be eliminated and the carriers encouraged to seek 
specific routings from custeomers. In the material which follows we will 
set out (1) the historical background, (2) a summary of the contentions 
of the parties, (3) our findings with respect to the designated issues, 
(4) our conclusions with respect to the present formula, (5) the interim 


method of distributing outbound traffic, and (6) the measures we intend to 
take toward implementation of the all-routed method of distribution. 


A. Historical Background 


4. The present international formula was prescribed in 
1943 pursuant to Section 222(e) (1) of the Act 3/ in connection with our 
approval of the plan of merger submitted by WU and the Postal Telegraph 
Cable Company (Postal). Section 222 had been added to the Act to 
permit merger of the two remaining domestic telecraph companies with 
extensive nationwide public message services. Congress imposed on the 
permission to merge ancillary restrictions to control the power WU would 


3/ 47 U.S.C. 3222(e) (1) provides in pertinent part that 


fi/n the case of any consolidation or merger of 
telegraph carriers pursuant to this section, the 
consolidated or merged carrier shall, ... 
distribute among the international telegraph 
carriers, telegraph traffic by wire or radio de~- 
stined to points without the continental United 
States, and divide the charges for such traffic, 
im accordance with such just, reasonable, and 
equitable formula in the public interest as the 
interested carriers shall agree upon and the 
Commission shall approve .... 


achieve by its consequent de facto domestic monopoly. For present 
purposes, the two relevant restraints are the divestment requirement 

in Section 222(¢) (2) and the requirement of Section 222(e) (1) for a 
formula to govern distribution of traffic by WU among the IRCs. 

These requirements were occasioned by the fact that, prior to merger, 

WC operated an extensive internaticnal message telegraph network (WU Cables 
Division) in addition to its demestic network. As a condition of 

merger, WU was required to divest itself of its international facilities. 
However, because WU was subject to certain legal commitments, Congress 
believed that divestment might be delayed. For this reason, Congress did 
not make divestment a pre-condition cf merger. 4/ In the interin, 

Congress imposed a requirement for a formula to govern distribution of traffic 
which weulé prevert WC fzer usirg its Gerestic rererely power to the 
detrivert of its international corgpetitors. 


S. Prior to the merger, RCA was the only IRC which maintained public 
offices in the main international terminal cities of New York and San 
Francisco. The others relied largely on connections with WU and Postal for the 
intra-United States handling of their overseas traffic. WU exchanged 
traffic between its demestic operations and its Cables Division. The - — 
component companies of ITT had similar arrangements with Postal, which until 


1940 had been affiliated with ITT. Various IRC 
ans = S also had 
WU (domestic) for exchange of tra#fi arrangements with 


2Itic to = } : 
addition, RCA and Mackay Radio & ‘ioaaeaa. — 
(a predecessor constituent of ITT) also 
operated a few domestic radio circuits linking major citi« which they 
used chiefly for domestic handling of their international wt affic. 
_ However, with the disappearance of Postal after the merger, and the termina- 
tion of the Mackay and RCA domestic circuits during World War II, the 
IRCs after merger were dependent on WU for the domestic handling of their 
traffic. 


6. To accomodate their concerns, the parties developed 
a formula based on quotas for each carrier which, by freezing the carriers’ 
pre-merger positions, would prevent WU from favoring itself. 5/ 


4/ 47 U.S.C. $222(c) (2) provides in pertinent part that 
/a/ny proposed consolidation ... shall provide 
for the divestment of the international telegraph 
operations theretofore carried on by /WU/, within 
a reasonable time . .. as soon as the legal obliga- 


tions . + 5s Jot wu/ will permit. 


5/ Section 222(e) (1) provides that the Commission shal’ prescribe a 
formula only in the event the interested parties cannot acvee upon 
one. After reaching agreement, the parties submitted their proposal 
to us for review. In our review, we found objectionable certain 
features of the carrier agreement and modified them. For this reason, 
we prescribed rather than approved, the present formula. 


ile 


The formula divides international destination points into three 

"Aysags" —- "A" (Atlantic), "B" (Latin America), and "C" (Pacific) -~ 
grouped according to the facilities used to serve points within them 

and the carriers which then operated there. These Areas are broken 

down into a number of "Subareas." Yor the purpose of applying the 

quota system, the basic unit is the subarea. The formula also divided 
points of origin in the United States into two classes: (1) New York, 

San Francisco ind Washington, D. C. (called "gateways") and (2) other 
United States points (called “hinterland"). Essentially, there are 

two separate formulas provided for = one for gateway-originated traffic 
and one for hinterland-originated traffic. Baged on the above, the 
formula provides to named IRCs a quota for each category ef traffic, 

for each subarea of destination, and for each recognized origin point. 6/ 
A carrier's quota for each category of traffic is defined as the ratio of 
outbound traffic i. that category handled by that carrier during 

1942 to the total traffic handled that year by all carriers serving that 
point. Essentially, then, a carrier's quota represents its market 

share during the base period. 7/ WU was directed to apply the quotas 

so that each eligible IRC received a proportion during the current period of 
"gross international tolls” 8/ equal to its quota. There was, how- 

ever, a problem inherent in the quota system arising from the fact that, 
irrespective of quotas, an IRC was to receive all traffic specifically 
routed by the sender via that carrier. Because of this feature, WU 
would be able to insert routings via WU Cables on any message and thereby 
divert traffic to its own facilities. To counter this, therefore, the 


 6/ Each IRC does not have a quota for every destination point.. Generally, 


a carrier received a quota if that carrier operated to individual 
points within the appropriate subarea at the time of the merger. 


7/ Because World War II had interrupted service in 1942 to certain 
points, the formula provided that upon reestablishment of ~ervice 
quotas sheuld be calculated with reference to the last 12-month 
period in which communications were conducted before interruption. 


8/ The term “gross international tolls” is defined in the formula as 
(1) tolls payable to or collectible by an IRC at the U.S. gateways 
as if all traffic had originated at the gateway, less WU's payment for 
its landline haul (if the message did originate in the gateway) or 
(2) rental income for a leased circuit used to transmit traffic. 
See International Pormula, Section V. This provisian was designed 
to compensate for the fact that individual messages in a given 
category might differ in length. 


formula provides a mechanism (balancing provision) designed to restore 

the general market shares. If a carrier exceeded its quota in any 

category solely from routed traffic, WU was to withhold from it an equivalent 
amount of unrouted traffic in other categories to balance the excess. If 

a carrier failed to receive its quota in a given month, the distribution 

was to be adjusted in later months t compensate it for the deficiency. 


7. Beyond its basic features, the formula includes 
several special provisions aimed at particular problems or concerns nf 
individual carriers. First, under the formula, RCA was entitled te receive 
specifically-routed traffic destined to Areas A and 5; but received no 
unrouted traffic originating in the gateways (it does have 
quotas for hinterland traffic). Instead, Schedule B to the formula provided 
that RCA was to receive approximately 61.5% of WUI's quotas 9/ for 
traffic destined to the subareas, Continental Europe and Beyond the Con- 
tinent, of Area A. RCA and WU had entered inte a contract in 1931 pro= 
viding for a similar shift of a block of traffic, apparently to compen- 
sate RCA for the fact that it turned over to WU more inboundtraffic . 
than it received outbound traffic from WU. Second, in 1943 United States 
traffic to certain points in Australasia routed via cable was 
generally handled by transfer to CNR or CPL, since the only direct 
cables to those points ran from Canada. To preserve tne status quo 
with respect to this traffic, and to protect the rights of CPL under 
its contracts with Postal, the formula therefore provided a special arrange- 
ment for traffic to points in Australiasia and the British West Indies. In 
general terms, the provision created & separate quota system applicable 
to these carriers designed to preserve their pre-merger position. Third, 
‘when we amended the formula in 1963 to reflect the creation of WUI, we 
added a special provision to designate particular WU public offices in 
New York, Washington, and San Francisco as WOI public offices, so that 
traffic filed in such offices would, absent a specific routing via another 
carrier, automatically be considered as specifically routed via WUI. 
This was done to spare WUI, in its early years, the expense of establishing 
its own offices and to put it in a position comparable to its competitors. 


B. Contentions of the Parties 
8. ITT listed certain features of the present formula which 
it characterized as particular problems requiring correction. See 43 


9/ In 1943 the provision applied to WU's Cable Division. In 1961, 
when WU was formed from WU's cGivested overseas facilities, WUI succeecec 
te KC's obligations under this provision. 
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PCC 2d at 1176. In commenting on ITT's arguments, TRI supported ITT's 
request for revision and included some specific matters which it believes 
need correction. In summary, the following is a list of the items 

‘which the proponents advanced as defects in the formula: 


(1) The anticompetitive market share quota system; 


(2) The balancing system" which deprives a carrier 
of unrouted traffic when it increases its 
| ' proportion of routed traffic; 


(3) Basing quotas for unrouted traffic on the amount 
| of self-generated traffic (gateways) ; 


! (4) Denying a carrier a share of unrouted traffic to 
a given point because +t did not serve that point 
in the base year (1942); 


(5) The lack of a provision for adjusting quotas to 
weet changing circumstances; 


(6) The cumberscomeand complex siructure (separate quotas 
for gateway and hinterland, separate quotas for 
each class of traffic, etc.); 


(7) The accumulated overages and deficiencies; 


(8) Schedule Bcf the formula - special arrangement for 
RCA; 


(9) The special quotas for CYR and CPL (Appendix 1 t© the 
formila); and 


(10) The designation of cartain WU offices as WUl 
public offices. 


RCA and WUI generally opposed the request for formula revision. They 
contended that the present formula works well in practice and asserted 
that neither ITT nor TRY has shown any evidence that the public 
interest has been disserved. The opponents also challenged the assertion 
that the present formula stifles ccmpetition and noted that all carziers 


in ay : 3 


provide the highest quality service to the public. io7 “~ 


9. To remedy the alleged inequities of the present formuia, 
ITT, TRT and WU have advanced a number of specific proposals for a 
new distribution which they assert will better serve the public interest 
ané@ simplify administration. Briefly, ITT recommended a distribution 
which ignores anIRC s self-originated traffic, directs WU to honor 
customer routings, and allocates unrouted traffic equally among all IRCs 
authorized to serve the destination point directly. TRI recommended 
a distribution of unrouted traffic based on each carrier's share of routed 
WU transfer traffic (ignoring self-criginated routed traffic) to each 
destination point. Id. at 1179. WU, reflecting its desire to simplify 
or eliminate its role in administering the formula, advanced three 
alternative proposals. First, WU suggested replacement of a formula with 
a distribution based on a requirement for specific customer routings. Second, 
WU suggests that if a formula must be retained, then it should be 
permitted to transfer all unrouted traffic to the IQB or some other 
representative of the IRCs for distribution. Third, as a fallback posi- 
tion, WU recuests that it be allowed to transfer all unrouted traffic 
to a given area to only one selected IRC. Id. at 1178. ‘ 


10. In its Statement, ITT agreed that TRT's proposal 
might be a more légacal and equitable basis for distribution of unrouted 
traffic; but only with certain modifications: 


(lL) the distributicn should be based on a 
country-by-country basis according to the 
destinations a carrier is authorized to serve 
directly; 


(2) self-generated gateway traffic could be 
excluded, but WU pickups in the gateway as well 

as the hinterland should be included in determining 
traffic percentages; and 


/ 


10/ Since the formula is a rule within the meaning of Section 551(4) of 
the Administrative Procedure Act, 5 U.S.C. 8551(4) (1971), ITT's 
request for amendment of the formula‘constitutes a Petition for Rule- 
making. Accordingly, Section 553 requires that interested parties 
be given opportunity to present their views through written sub- 
missions, but does not require trial-type hearings. In the present 
case, all interested parties have been given opportunity to present 
their views and to challenge the views of other parties. There are 
no contested issues of fact; only the legal questions whether the present 
formula meets the statutory standard and, if it does not, what method 
of distribution will meet that standard. Therefore, weconclude 
that no party has been peejudiced by cur procedures in this case and 
that a trial-tvpe evicentiary hearing, as requested Ey RCA and WUL is 
neither required by the Communications Act and the APA nor necessary 
to the resolution of the question before us. Cf. Sell Telephone Company 
of Pennsylvania v. F.C.C., 503 F.2d 1250, 1265-6 (3d Cir. 1975). 
Accordingly, we will ceny the request. 
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(3) calcalation of proportionate shares shonld 
be based on an historical period, but should be 
updated every six months (with a six-month lag 
to allow for preparation of the calculations). 


ITT also indicated that, in the interest of simplicity, the WU proposal 
to distributes all unrouted traffic to a given area to one IRC would 

be acceptable, so leng as each carrier received its propertionate share 
overall. TRY reiterated its position that unrouted traffic to each 
destination should be distributed in the same proportions as routed, 

and suggested that eligibility be based on the points a carrier lists 

in its tariffs. TRY also indicated that ITT’s original proposal to 
divide unrouted traffic to every destination equally among the carriers 
serving that point (again, based on its tariff) would also be a fair 

and simple method. TRI challenges ITT's proposal to base distribution 
eon direct service on the grounds that all carriers compete for traffic 
to the points they serve irrespective of whether those points are served 
directly or indirectly. In its Supplemental Response, ITT further 
modified its position to indicate that a distribution on a world-wide, 
rather than individual destinations, would be equitable; and would 
satisfy WU's desire for an easily-administered formula. Under this 
proposal, there would be a single world-wide distribution of unrouted 
traffic, regardless of class, based on each carrier's percentage share of 
routed WU transfers (both gateway and hinterland origins). 


ll. Im general, RCA and WUI argue that the ak proposals 

‘are no less arbitrary than the present formula and cannot be shown to 

serve the public interest any vetter. Further, since all the proposals 

are geared to increasing competition among the IRCs, they may actually 

be detrimental to that interest. In this connection, they note that one 

of the features of the pregent formula we specified in our order 

prescribing it was that, by reducing solicitation efforts, it 

would hold down carrier costs. In their view, the inevitable consequence 

ef any of these proposals would be an increase in carrier solicitation efforts 
which would increase costs without improving service; and, since message woul 
service traffic volume is static or declining, the increased costs 

result in increased usage charges. 


12. WUI Counter>rovosals. In its Supplemental 
Comments, WUI included three propesals of its own for resolution of the 
formula, controversy. First, it suggested that the proposals for amencment 
of the formula be submitted to the Ic. ll/ A pre-condition to this, however 


ll/ Sections xt of the present formula provides that 
{i/n the event there is disagreement among the 
members of the [i oc/ with respect to any feature 
of the distribution of traffic under the formula, 
the disagreement shall be submitted to the 
interested carziers, including x07 es 
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would be equalization of the voting strength of the various 

members of the IFC. Ir nas four votes (based on four constitutent 
companies) and RCA has two (its own and that of Radiomarine Corp.), 
while the other carriers have only one vote each. If this situation 
were rectified, the matter could be submitted to the carriers for 
resolution, with the active participation of the Commission staff. 
Second, WUI suggests that, unrouted WU transfer traffic could be | 
aistributed in the ratio of unrouted traffic distributed during the 
period of the WU study. Routed transfers and self-originated traffic 
would be ignored. Third, WUI suggests that the separate gateway and 
hinterland quotas be replaced by one nationwide quota. In connection 
with the proposal, WUI would open its own public offices and abandon 
the designated WU offices, thereby Placing ail IRCs on an equal 
footing. The quotas would be calculated aecording to the number of 
messages, relying on random distribution to assure that all carriers 
get a fair mix of long and short messages. WUL also suggests that 

all classes of messages be treated as a unit, thus simplying applica- 
tion of quotas. Schedule Bwould also be eliminated to place all . 
IRCs in the same position. Next, WUI suggests replacing areas A, B and 
C and all subareas with a distribution based on each destination 
country. (the quota would be the same for each point as that of the sub- 
area of which it presently is a part). Next, WUI would eliminate the 
quotas for CNR and CPL and remove their obligations for payment of the 
expenses associated with formula operation. .Pinally, Wor suggests that 
all RCA gateway traffic to areas A and B be counted in its quotas (RCA 
chose not to have gateway quotas to those points) to remove the dis=- 
propertionate share of hinterland-originated unrounted traffic it now 
gets. 


13. TRY opposes all of the WUI proposals on the grounds 
that they permit WUI to continue to receive most of the undue benefits 
it enjoys under the present formula. RCA supports the first and 
second WOI proposals, but opposes the third. RCA agrees that if voting 
power were equalized (ineluding loss of one of RCA's two present votes), 
the trc could be an effective forum for discussion of formula revision. 
As to WOI's second proposal, RCA believes it merits serious consideration. 
RCA states that basing distribution of unrouted traffic on the ratios in the 
WU study would eliminate ITT's most serious objection -- shifting unrouted 
traffic away from carriers who increase their routed traffic. 
The advantage RCA sees in this is that solicitation expenses, which un- 
doubtedly would increase, would be held at a lower level than under 
ITT's proposal and the effect on other IRCs of traffic shifts would be 
gradual. RCA objects, however, to the provision in WUL's third proposal 
for abolishing Schedule 3. RCA believes that this proposal affects it 
alone and is in derogation of its contractual and formula rights, and that 
any change would have to be based on RCA performance data relating to the 
base period (1942) which no longer exists. 
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14. Since WUI's proposals were presented outside the 
designated issues, we will treat them separately. ter considering 
the proposals, we have concluded that none cf them represents a 
suitable basis on which to resolve the formula inquiry. Essentially, 
they represent little or no change over the present fermula, at least 
in the short run. We are of the opinion that WUI's first propesal, 
even with equalized voting power, would not leid to an early 
resclution cf the dispute. The various party interests are strongly 
entrenched, so that if there is any conclusion it is likely to be a 
compromise which ignores the public interest we have been considering 
in this preceeding. We note that the present formula was the result 
of a compromise and that many of the problems we have seen in it have 
come frem the cunbersore structure thus developed. We see no 
compelling reasons to delay further the resolution of the issues, 
especially since the sesult may ke an equally arbitrary compromise. 
Turning to the second WUI proposal, and ignoring that the study results 
may not be representative of a whole year's performance, we believe 
that this proposal would gparpetuate for the foreseeable future the 
distortions of the present distribution. We note that while WUI's pro- 
posal allows for shifts of traffic, it ¢coes s0 cniy ag the rocl c# 
unroute¢ traffic shrinks. While we agree that WUI's third proposal 
would result in simplification of quota administraticn, we must ncte 
that basirg distribution cr current market shares will not change any 
of the basic infirmities we see in the present formula. Accordingly, 
we cannot adopt any of WUI's propesals as submitted. 


IZ. FINDINGS: THE PRESENT FORMULA 


15. To ascertain wnat has happened after 30 years of 
formula operation, we will look at the distribution presently heing made 
under the formula (Issue one). For the purpose of our analysis we will use, 
as did the parties, the results of the WU l3-week study, supplemented by 
calendar-year 1974 figures reported by the carriers pursuant to Section 
43.61 of the Commission's Rules and Regulations. 47 C.F.R. $43.61 (1974). 
In 1974, a total of 8,640,411 telegraph messaces (all classes ) were sent 
outbound from the United States; which yielded revenues of $21,486,392. 
In this connection, we note that traffic volumes in recent years have 
fluctuated only slightly. ‘Therefore, we will assume th.t figures for 
LS75' will) net significantly differ from the 1974 figures. 


16. Aptlying fhe results of the #U study (one quarter's actual 
results) to the 1974 figures, it appears that approximately 5-6 million 
messases of the total are routed (WU transfers slus IRC pickups) and 3.0 
million unrouted; or roughly two-thirds and one-third, respectively. 
Further, of the total outbound traffic, 3.9 million messages were handled 
by WU and the balance directly by the IRCs. Of the traffic handled by 
wo, 76.5% is unrouted and 23.5% routed. It is to the approximately 3.0 
million unrouted messages that the formula applies and for which we must 
provide an equitable methed of distribution in the public interest. As is 
apoarent from these figures, unrouted traffic continues to represent a sub- 
stantial sortion of outbound traffic and the equitable division thereof 
a Matter of consequence to the IRCs. 


17, Table 1 shows a summary of the results of the WU 
study broken down for each carrier plus the figures reported by the 
IRCs in their Supplemental Comments for traffic directly picked up by 
them. 


TABLE 1 


Number of Outbound Messages 


(WO Study) 
Carrier Frc rrr RCA TRI 
YU Transfers: 
Unrouted 
Exclusive - 20,552 282,152. . 3686 
Non-Exclusive ~ 58,204 79,332 5,852 
Total: - 78,576 331,484 9,538 
Routed 503 69,328 64,179 10,740 
Total Transfers 503 148,084 395,663 20,278 
Direct Pickups: (11,375) 363,272 361,22 60,639 
Total Traffic 11,878 $11,525 756,879 80,917 
Carrier US-L WoL OTHER ALL : 
(CNR&CPL) 
WU Transfers: 
Unrouted 
Exclusive 1,459 149,977 = 427,826 
Non-Exclusive - 110,943 5,413 259,744 
Total: 1,459 260,920 §,413 687 ,570 
Routed 29 65,774 ) 210,553 
Total Transfers 1,488 326,694 §,413 898,123 
Direct Pickups: [737] 276,554 fe) 1,073,793 


Total Traffic | ne yee 603,248 5,413 3,971,916 


Notes on Table l: 


Wu reported combined Unrouted Non-Exclusive traffic for all carriers. 
Allocation has been made on the basis of the relative distribution of traffic 
at the WU minneapolis distribution office. 


FTC and US-L did not supply information on their direct pickups. The 

baacketed figures shown for these carriers were calculated by applying 
the WU study results to the figures shown in their respective Section 

43.61 responses. 
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From the study, it can be seen that RCA receives more unrcuted trarfic 
(48.2%) under the formula than any other carrier, while overall it re- 
ceives only 38.4% of total traffic and 30.5% of routed WU transfers. 
ITT, on the other hand, receives slightly more (32.9%) routed WU trans- 
fers; but receives only 11.4% of unrouted transfers. Additionally, ITT 
picks up slightly more traffic directly from the public than does any 
other IRC (33.8%). WUI receives 30.6% of total traffic and 25.2% of routed 
sramsfers; but receives the second largest amcun’ of unrouted transfers 
(37.9%). The situation with respect to TRT is equally dramatic. TR's 
| share of reuted transfers is 5.1% and its share of direct pickups 5.6%. 
| Yet TRI receives only 1.4% of unreuted traffic. Thus, under the. present 
| formula, it is apparent that for all carriers there is no relation 
| (either direct or inverse) between a given carrier's handling of routed 
traffic and its handling of unrouted traffic. 


18. The significance of this, and the izvortance of anrouted 
traffic, can be seen by comparing the overall market shares of the [RCs 
with their shares of routed traffic only: 


TABLES 2 
(1) + 42) (3) (4) 
| Share of Routed Share of Direct Share of Total Share 
WU Transfers Pickucs _Reuted (1+2) Overall (%) 

) Carrier: 
FTC 0.24 1.06 0.92 0.60 
Iv 32.93 33.83 33.68 25.93 
RCA 30.48 3.64 33.12 38.33 
TRT 5.10 5.65 5.55 &10 
USeL Q.01 0.07 0.06 Cert 
WOL 31.24 25675 26.65 70.59 
OTEER ~ - - O.27 


As can be seen oy comparing columns 3 and 4, there 1s a substantial ¢: 
ference between a carrier's handling of reuted traffic and its handli 
| ef traffic overall. The difference between column 4 (cverall skare) and 

: colum 3 (share of routed) is the inclusion of unrouted traffic. RCA 

and ITT handle roughly equivalent levels of routed WU transfers and direc 
pickuns but, when unmrouted traffic is included, RCA's eat share 
dramatically increases. A similar phenomenon exists as between WUI and 
ITT. Overall, WUT handles significantly more (70.6%) sraffic than dees 
ITT (25.9%); but if umrouted traffic is eliminated, the situation is 
reversed. ITT handles 33.7% of routed traffic while WUL handles only 
25.6%. Another interesting ekewe™gean snewn by Table 2 is that the car- 
riers' relative shares of routed WU transfers (colum 1) correspond 
closely with their shares of direct sickups (column 2); in both categories, 
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ITT receives more routed traffic than does any other carrier. It is only 
when umrouted traffic is considered that the carriers’ relative mrket 
positions change and ITT dross to third. 12/ . 


19. The distortions in the present distribution my also be 
seen by the number of destinations tc which « = or ancther carrier receives 
all wnrouted traffic (referred to as an exclusive point). From the data 
in Table 1, it appears that 62% of WU transfers and 25% of total outbound 
traffic falls into this category. Of tne 52 destination subareas recog- 
nized by the formula, 46 are exclusive points for gtewy-originated 
messages and 24 are exclusive points for hinterland messages. Since to 
most of these subareas some or all of the other IRCs handle routed 
traffic, these figures also indicate the lack of relationship between 
a@ carrier's handling of routed traffic and its handling of unrouted. 
Further, Table 1 also shows the extent to which RCA and WUI benefit 
from the existence of exclusive points. RCA receives 59% of all wrouted 
exclusive traffic, WUI receives 35%, while ITT receives less than $f, 
and the other carriers each receive less than 1%. RCA receives virtwly 
all wmrouted traffic from both the gateways and hinterland to all sub- 
areas of Aree C (Pacific). Additionally, RCA receives most unrouted 
traffic from the hinterland +o subareas of Area A (RCA receives only 
routed traffic from the gateways to Areas A and 3). WUI receives the 
bulk of gateway traffic to most areas of Area A, as well as some hinter- 
land traffic and all uprouted to most points in South America. IT 
receives most gateway traffic for Caribbean points and a few Euro::.2 
points (including one high-volume point, France). TRT receives .11 
unrouted only to the Bahamas, British Honduras, and Columbia. Propertioned 
distribution is in effect for only 15% of total treffic. If one con- 
siders that at its inception the present formula called for proportioned 
distribution of virtwilly all unrouted traffic, it is readily apmrent 
that the present distribution has departed significantly from the drafters' 
intent. 


L2/ We bave focused here ocaly on the three largest carriers, since the: 
figures indicate that the relative positions of the smller carriers 
are affected only slightly by the distribution of wmrouted treffic. 
Under the formula, TRT does not receive umrouted traffic to may of 
its service points, since they were added after the formula was 
prescribed. FIC does not receive any unrouted traffic at all. 
US-Liberia receives unrouted traffic to Liberia which is its only 
service point. Consequently, the umrouted traffic volumes of tnese 
earriers are too smill to affect significantly the overall industry 
traffic statistics. 


Stes 
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20. The serious distortions in distribution patterns noted 
above evolved over 30 years of formula operation and resulted froma 
structural weakness in the formula itself. This weakmess is the inter- 
relationship of the talancing provisions and the overall direction tr.t 
& carwier receive all traffic specifically routed via it. Since the 
formils sought to keep mrket shares static, it provided that a carrier 
which increased its proportionate share through routed traffic bad to give 
up an equivalent amount of unrouted traffic so as to restore oversl. 
balance. Conversely, i? its share declined, it was to receive additiccal 
unrouted traffic. In theory, this mechanism would offset any fluctia- 
tions in the mrket. However, because a carrier is always to receive 
its routed traffic irrespective of its quota, it is apparent that the 
balancing provisions would work only so long as conditions in the industry 
did not deviate significantly from those in the base year. Experience 
under this formula early indicated, however, that conditions were not 
static and that the vsalancing provisions were {nadequate to deal with ‘ne 
dynamics of the dndustry. The IRCs expanded their gateway operations, 
and self-generated treffic (by definition specifially routed) became 
@ more important pert of total traffic than it was during the tase 
year. The repid increase in geateway-originmated traffic. upset the 


delicate balance needed for the formula operation and caused a proporticrate 


decline in the :selative amount of umrouted traffic available to redress 
imbalances. This led to the emergence of the “overages "and "deficiencies" 
which Lave plagued formula administration since its inception and led to 
the effective demise of the proportionate distribution system. 


21. An overage occurs when a carrier exceeds its quota solely 
through routed traffic. A deficiency occurs when a carrier receives in- 
sufficient routed traffic to satisfy its quota. Since a customer routing 
is inviolable, it is obvious that giving up mrouted traffic would not 
bring a carrier with an cverage pack to its quota. Conversely, unless 
routed traffic were taken away from such a cerrier, the umrouted traftic 
pool would be insufficient to restore 2 deficient carrier to its quote. 
To deal with this dilemma, the IQB adopted two policies which tt nosed 
would restore the overall balance. First, over the objections cf ITT, 
the IQB set an overage (or deficiency) in a carrier's gateway quote for 
traffic to a particular subaree against a deficiency (or overege) in its 
hinterland qucta for the same destination. Seconc, if this failed to 
restore balance, the IQB accumulated the resulting net overage or de- 
ficiency from year to year. This was aprerently done in the hope that, 
over time, the imbalances would cancel each other. In practice, nowever, 
this resulted only in the accumulation of ever nigher imbalances. The 
Pleadings of the parties allege that at present RCA bas accumulated 
deficiencies of $49.8 million while ITT mas accumulated overages of 324.6 
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million and WUI overages of $04,8 million. From the history of formula 
operations it appears tnat absent an.wunforeseen change in mrket con- 
ditions, these imbalances will never correct themselves. 


22, We find the accumulation of large overeges and deficiencies 
as evidence that the formula failed to keep market shares static. As 
such, we do not accord them any independent legal significance. They are 
merely bookkeeping entries which document the shift in filing traffic 
from WU to IRC public offices. This is not to say, however, that these 
émbalances are without importance. They teve played a key role in bringing 
about the distortions in the present distribution we noted above. It is 
one of the ironies of the formula that a deficiency, which on the surface 
appears to be a detriment, is in reality a benefit; while an overage is 
a detriment. RCA has accumulated substantial deficiencies duing the 
operation of the formula; dut the result has been not a decline in its 
relative market share. Rather, its overall share has increase: <ue to the 
unrouted traffic it receives under the formula. RCA receives this tratfic 
largely because of its accumulated deficiencies. ITT, on the other hand, 
has accurlated large overages overall and, consequently, receives little 
unrouted traffic. As deficiencies and overages appeared, the formula 
crovided that the distribution be altered periodically to increase or 
decrease, respectively, a carrier's share of unrouted traffic. As this 
process continued, the ultimate effect was that the carrier with the largest 
deficiency eventually came to receive all unrouted traffic to a given 
destination. 


23. In its Supplemental Comments, WUI claimed that ITT's argu- 
ments concerning the formula's disincentive to competition were fallacious. 
ITT Had argued that the talancing provisions discourege carriers from 
seeking to improve service. WUI, however, noted that only 226,674 messages 
out of a total outbound volume of 1,938,828 messages or 11.7% 13/ are 
presently subject to the balancing provisions. Therefore, WUIL argued that, 


13/ WUL based its calculations on the results of the WU study and IQB 
figures. It took the total number of messages reported during the 
study period for nonexclusive destinations and compared them with the 
total volume reported for all destinations. These figures are 
broken down as follows: 


Carrier World 
= 94 , 0&0 
RCA 78,414 
TRI 2,200 
WwuL 52,380 
Other 0 


Total 220,074 


3% 
the small volume subject to proportionate distribution, it is unrealistic 
to assume that service quality could be negatively affected by the 
nossibility of lost unrouted traffic. This argument, while reasomblc 
on its face, ignores the fact that the reason little traffic is subject 
to proporicnate distribution is that for most destinations one cerrier 
receives all unrouted trmffic. However, at its inception, tr ormula 
was designed to preserve proportionate distribution to most, if not ail 
destinations. Thus, all WUL's figures really show is that distribution 
under the formula has ocecome distorted. 


2k, In this connection, however, we wish to note that we are 
not concerned here whether or not a party can quantify negative immct 
of the formula. ITT did not claim that the formula tas led to an immir- 
ment of service quality. At most, it argued that the disincentive dis-~ 
couraged improvements in quality. . This is precisely what concerns us 
about the present pattern of distribution. We cannot ignore the pos- 
sicollity that quality of service could have teen improved absent the 
inequities of the formula. In any event, by placing distribution of 
traffic on a raticnal anc competitive casis, we cen minimize tais danger 
ané maximize the vossibility of future oenefits. For this reason, we 
pelieve the distortions in éistribution patterns in the present formule 
are injurious to the public interest and should oe eliminated. 


13 


¢ 


25. Besidesthe ceneral problems which apply equally to all 
carriers, there are certain special formula provisions which confer 
benefits on particular carriers to the detriment of the others. These 
matters are Schedule B, Appendix 1, and the designation of WU offices 
as WUL public offices. 


26. Schedule B of the Formula. This refers to an arbitrary 
compromise agreement between WU and RCA which while mart of the formula, 
Operates outside the quota system. Under this agreement, in addition ts 
its cwn quotas under the formula, RCA receives a substantial extra biock 
of traffic taken from WUI's quotas destined to certain subareas of Area 
A (Atlantic). This agreement derives from an earlier (1931) exchange- 
of-traffic contract between WU and RCA under which RCA transferred to 
WU all its inbound traffic destined to United States points beyond New ' 
York, Weshington, San Francisco and Boston (where RCA operated its own 
offices). WU agreed in return to transfer to RCA all outbeund treffic 
so that, overall, RCA received from WU two outbound messages for every 
nine inbound messages it trensferred to "U. his arrangement was designed 
to compensate RCA for the fact that it vransferred to WU substantially 
more inbound messages than it received outbound messages. 14/ 


27. As we nected in our 1943 prescription order, see 10 FCC 
at 190, Schedule B wes intended to redress the competitive disadvantage 
RCA suffered with respect to WU since, before the merger, it was the only 
international carrier without significant access to the ninterland rarket. 
However, whatever validity Schedule B my have nad when promulgated, we 
can see no justification for its continuance under present conditions. 
hile the provision does not directly affect the voluwe of traffic any 
other carrier receives, since the traffic in question comes from WUI's 
quotas, we believe that there is an indirect effect on those carriers 
which is against the public interest. Traffic exchange agreexents with 
most foreign administrations onerate on the sasis of proportionate return. 
Provertionate return refers to the principle under whieh an entity 
carrying traffic into a cowtry receives outbound traffic from that 
country in the same sroportion as it handled the inbound traffic. Sinec 


14/ Since WU did not operate in Arena C (Pacific), traffic destined to 


points in that Ares were not covered vy the 1931 eee nor 0:7 
the later Schedule B. 


j9 


there are competing circuits to virtually all the points affected oy 
Schedule B, other carriers are competing with RCA for return traffic from 
those points. Therefore, RCA receives an undue benefit from Schedule > 
with respect to return traffic. More importantly, we cannot find any tene 
to the public in the provisions of Schedule 3. There is nothing in the rec: 
which indicates that Schedule B is likely to lead to improved service or 
lower rates; and, since we believe special treatment inconsistent with ‘he 
public interest, we find tht Schedule B should ce eliminated from any ew 
method of distribution. 
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28. After 30 years, we believe that any equities which justi- 
fied granting RCA this special treatment have seen extinguished. Since 
divestment, all the IRCs have equal access to WU's domestic landlines 
anc all engage in substantial gateway operations. Conversely, WU has nc 
better relationship with one carrier than another. With respect ‘to any 
pre-merger benefits WU may mve enjoyed, the senefits RCA has received 
under Schedule B since 1943 and WU's withdrawal from intermational message 
operations have adequately compensated RCA. The only other justification 
offered for the provisions of Schedule 2 -- promotion of use of cirect 
circuits wherever pos: ule -- nas similarly been extinguished by changes 
circumstances. Today, since all IRCs operate coth cable and satellite 
facilities, the putative advantage in RCA's being @ racio carrier has cisap- 
peared. RCA is a trong competitor in the international message service an 
dees not need special protection. It is in 2 position to compete wita 
the cther carriers for traffic on an equal footing. Therefore, we ocelieve 
toat Schedule B is inconsistent with the public interest in efficient 
communication service and should be eliminated from the new formule ve 
are orescribing herein. 


29. We do not agree with RCA that because Schedule 5 is a 
contract which is presently effective, we must recognize its rights 
thereunder in an amended distribution. Section 222(2)(3) provides txzt 
@ new distrioution must “se, so far as is consistent with the public 
materest, in accordance with the existing contractial right: 2 the 
carriers.” 47 U.S.C. 8222(e)(3) (1971). The Act oy its terms does 
net require us to recognize existing contracts which we find to be, con- 
trary to the public interest. Schedule B is merely another part of the 
formula and subject to our review in the same way, and umder the sace 
standards, as any other mrt. The fact that RCA cencminates 1% 2 contracs 
éces not alter its status in this proceeding. The present formula 
as a whole is the result of an agreement of the carties in which eaca 
Gave up certain rights and gined others and can, therefore, oe saic 
to constitute a contract between them. To characterize Schedule 3, and 


extension the whole formule, as RCA advocates would render Section 
2(e)(3) meaningless, since e new formula would necessarily be inconsistent 
te 
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“existing contractial rights of the carriers” and could never be 
We do not believe Congress intended such an absurd result. 
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ded formula, and as 2 delegation of authority to us to review those 
contracts in the public interest. 


30. We also note that Schedule B was not in existence before 
the merger and only beceme effective upon our prescription of the formula. 
As we nave said, ic is an arbitrary compromise and amounts to a reformation 
of, and replacement for, the 1931 WU/RCA traffic exchange contrect. 
Tnus, even if the contract langwege covers WU's vrior contracts, it would 
not apply to Schedule 3, since RCA chose to negotiate a new arrangement 
with WU to govern their relations after the merger rather than to rely 
on the protections afforded by the statute. Therefore, RCA cannot now 
rely on that provision to thwart amendment of the formula. 


31. We also regard Section 222(e)(3) as conferring upon us 
specific power to review contracts between the carriers and to determine 
whether they continue to serve the ptblic interest. Unlike development of 
the original formula, emendment does not depend, even in the first - 
instance, upon agreement of the carriers. Any party can tnvoke cur 
turisdiction to this end, or we can proceed cm our own cotion. Therefore, 
even where a provision takes the form of a “contract” oetween the parties, 
she express language of the statute requires that it serve the public 
interest. Where, as here, we find the provision inconsistent with toat 
interest, Congress cave us in Section 222(e)(3) tae power to prescribe Lt 
@ new distribution without regard to its provisions. 


32.+ Acpendix One. The concerns expressed ahove with respect 
to Senecdule B apply equally to Appendix One t@ the formula. This provision 
sets forth a svecial a:rehgement respecting CNR and CPL and their handling 
of certain United Stetes-origimted traffic, pursuant to preemerger cch- 
smacts with Postal. Under this provision, CNR receives traffic to any 
point routed by the sender over cable facilities which transit Canada. 
In addition to such routed traffic, CPL also receives sufficient unrouted 
+rarfic destined to points in Areas B and C (i.e., the West Indies and 


Australasia) so that its sroportacrate share of such traffic before th 
merger would be maintained. This arrangement was éesigned to recognize 
CPL's rights under exchange-of-tratfic contracts it nad concluded with 
Postal and which were still in effect at the time of the merger. CYL 
stated trat it velieves 44 is entitled to receive traffic under this 
mrovision by virtue of the pre-merger eontract and argues that the cew 
Zormula should recognize those rights. C™R, however, has indicated it 
no longer wishes to rarticimate in traffic distributed under this oro- 
vision since it states that the revenues it receives thereunder are cot 
sufficient to justify its continued rarticipation in the costs of ad- 
ministering the formula. In view of our action herein, we will Lead 
CNR's request to withdraw. 


33. We believe that this special arrangement 3130 should te 
sermirnated. The original justification for tne provision was that the 

| erly direct cabvles serving t=e affected points landed in Canada. 

| Accordingly ,*“we acquiesced to cane arrangement %o respect 4 ecusterner's 
choice to route ais message via cable; even though that required inter- 

| mediate relays and created 2 greater potential tor del2y, which could 

| nave oeen avoided by use of then-aveiladle direct radio circuits. The 

| Pact that we were then engaged in World War IT was on important considera-= 
tion in our approval of this arrengement. The availability of alternate 
/ routing throug. Carada for messages to Australasia was considered 
ismortant +o tne war erfort. See 10 FCC at 193. Arter the war ended, 
however, chat consideration ceased to ve a DEYOr factor. Moreover, *oday 
those soinvs ere served oy cavle ane satellite facilities Girectly from 
she United States. Therefore, any operational justification for tais 
eireuitous routing has disapeared. In this sitvwation, we believe that 
tne suolic interest will be setter serv2d by placing alt carriers cn én 
eqial footing with respect +O this traffic. Traffic arbitrarily awarded 
mnder Anrencix One could otnerwise zo to other carriers wo fave no less 
elein so it than sae Conadion carriers. Therefore, Wwe conclude thas 
Appencix One disserves the sublic interest. Accordingly, we srall elizinare 
tre arrangement from the ncw formula. 


34, as we nave noted, Appendix Cne was designed to recognize 
cights uncer CNR's prior contrace with ‘«U and CPL‘S prior contract wit. 
Postal. Therefore, under our anmalys<s, this arrangement, ay least insofar 
ag it relates to CPL, is the sype of contract Sect=on 222(e)(2) wes 
designed to protect. However, Anpendix Qne, Like Schedule 3, is 2 rezor=a- 
tion of tnese prior contrects. Appencix One stovides oY its cwn teras 
sta+, im tne se of any con*Lict oetween its provisions ana the oricr 
contracts, Appendix One shell control. Accordingly, CNR and CFL must 
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also be considered to have foregone the protections of Sections 222(e) 
(1) and 222(e)(3). In any event, Section 222(e)(3) expressly gives us 
the power to review Appendix One in this proceeding and, since we find 
it inconsistent with the public interest, to abrogate it in a new method 
cf distribution. : 


35. Our action herein does not deprive either CNR or CPL 
of their rights to exchange traffic with WU to any point. These 
Carriers will continue to receive all treffic specifically routed by 
the sencer via their facilities. Further, to the extent that they hendls 
routec traffic to any point, they will c.wzlify wueder the interim formula 
for their proportionate share of wmrouted traffic. It is only with 
recpect to unrouted traffic which was distributed on an artitrary casis 
that our action has any effect. Thus, CNR and CPL are placed on the 
same besis as all other carriers and cen compete with them for all traffic 
tney receive. In this way, we telieve that unrovted traffic may be 
distributed equitably, without undue benefit to any party. 


36. As is apmrent from our discussion of the interim fornul:, 
the right to receive traffic carries with it a consequent responsinilit; 
to snare in the costs of distributiam under it. With respect to CNR, 
we will grant its request to withdraw from marticimticn in tne cistribu- 
ticn of traffic under tne interim formula, unless and until, it notifies 
us that is wishes egain to rarticimte. Until such time, any traffic 
specifically routed via CNR will be considered wmrouted for purposes 
- Of the interim formula. With respect to CPL, we will assume, unless 
ctherwise notified, that it wishes to continue to participate in the 
distrioution under the conditions we nave set forto rerein. 


37. WU/WUI Public Offices. Under the 1963 amendments to the 
formula, we added a provision which permitted certain WU (domestic) 
mublic offices in New York, Washington and Can Francisco 15/ to be desiv- 
mated as WUI public offices, so that messages filed ir those offices are 


i5/7 Specifically, the formula designates as WUI offices (1) all w 
public offices south of 60th Street in the Borouch of Manhattan, 
New York (at present there are three), (2) the min and one branch 
WU office in Washington (at present there is only one designated 
office), and (3) the main and one branch W office in San Francisco 
(now, only one office). WU Cables did not serve Pacific Points, so 
there was no WU "pateway” in San Francisco as such. However, WU 
transferred Pacificedestined traffic to RCA in San Francisco. To 
allow WUI to begin operations on an equal footing with the other 
ItCs, we granted its request for a San Francisco cateway as part of 
the divestment proceeding. See 30 FCC 323, 371-8 (1961). 
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automatically considered as speci sical ly-rowted via WUI. This was 

dene to spare WUI the expense of establishing its own public offices 

so that it could compete strongly with the established IRCs. ITT acc 

TRT bave challenged this apdieunesad: as unduly favoreole to WUI since 

t thereby continues to be stared the expense of mintaining public 
ffices which the other IRCs must incur. Further, ITT selieves this 
arrangement, due to the similarity between the respective Tames of ¢! 

two companies, also fosters confusion among the using public _(and some 

WO employees) as to the routing of intermational messages. ICT asserts 
that WUI is row a viable, aggressive competitor and should be required 

to open its own public offices. In response, WUI denies that it Lalapaaiany 
an undue advantage from this arrangement. WUI notes that ITT and RCA 

have more offices (14 for RCA and 10 for ITT) in New York than the th: 
WU/WUL offices (each carrier has one office in Washington and one in 
San Francisco) and that WUI is barred from opening its own offices b: 
its agreement with WU. Further, WUI asserts timt it rust my WU's 1 
line haul charges for eech message it receives through these offi 
wnile the other IRCs do not my WU for messages filed at their public 
offices. 


38. We are not concerned precisely with the question whether 
WUL achieves 2 quantifiable competitive advantage by the anleeates nt. 
Waether or not the money WUI saves bysnct operating its own public cffices 
is offset by the additional landline teul it mys to WU (although we 
are inclined to believe that it is not), the use of WU pupdlic offices 
as WUL offices is inconsistent with our new policies. The 
present arrangement was a cerefully-drawn compromise which was intended 
to preserve each carrier's pre-divestment traffic shares in New York 
while not depriving WUI of former WU Cables traffic sr forcing it into 
early outlays of cash for new offices of its own. See 30 FCC at 377. 3. 
However, we specifically left open the question of Puture developments 
without opinion. 16/ - During the past 14 years, WUI has become a vizd! 
carrier and no longer needs special arrangements to protect its posit 
We are not persuaded by WUI's argument that it is blocked oy its con- 
trect with WU from opening its own offices. Ih connection with its 
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Te7 Western Union Divestment, 30 FCC 323, 362 (1961); 


What will happen in the future + +1, of course, depend 
on the competitive efforts and the effectiveness of the 
carriers. fT a however, will be the naturel and ororer 
result of operating in a competitive scciety. 
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counter proposals, discussed above at paragraph 12, WUI Supplemental 
Comments at p. &, We find tt peculiar that in the one case WUI argues 
that it is legally wmable to open offices; but under the other, it sees 
no sucn impediment. We are of the opinion that WUI is under no 

legal disability with respect to opening its own offices. 


39. In reconsicering ow approval of the WU divestment, 
30 FCC 951 (1961) we stated that 


So long as fwor/ Gesires to use the facilities of . 
Western Union end nave unrouted ¢ 

designated offices of that company considered 

specifically routed via far, it should not be 

permitted to open additioml competing offices of 

its own in the gateway cities. 30 FCC at 958. 
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~ here talki about ovening additional offices; but of re- 

he designated WU offices entirely with its own offices. There- 
ther our divestment order, nor the formula prevents WUI from ; 
fais course. 
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LO. urther, we believe that there is at least one wey in 
wich WUL is sresently deriving a competitive benefit from this arrange- 
ment. We note that in New York and San Francisco, WUI maintains its 
own network of customer tielines for intermational telex; and that it 
is in the process of reterminating its Washington tielines (as well 
as the intercity lines between Washington and New York) at its own }- 
operating center. 17 / Telex sielines are direct connecticns between 2 
Customer terminal and the WUI telex switch and are essentially autoreted. 
Consequently, they require less huran intervention than the ranning of : 
@ public message counter such as those of the cther IRCs. It appears, 
therefore, that WUI 1s operating its own competing telex network while 
relying on WU offices for the more laboreintensive ressage service. 

This we believe to be a substantial benefit -- mrticuwarly since telex 
customers may also use their tielines to file oversms messages. 18 / 


I7v"7~ While wUl's tielires presently terminate at WU's Washington office, the con- 
centravor to which they are attached is owned by WUI and maintained 
oy WU sursuant to a contract. 


18 / We are concerned by the requirement in the WU/‘WUI contract that WUI 
may WU its specified landline haul charge whether or not WU picks 
ud the message. We believe that WU is not entitled to landline haul 
Charges where it has not performed any functions. See All America 


Tables and Radio, 15 FCC 293, 317 (1950). 
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Woile this is not a violation of the formula, we believe the policy 
reasons discussed above for requiring WUI to choose between 
using WU offices or its own, but not a mixture of both, should apply 


here equally. 


41. As to WUI's contractial obligation to WU, after 15 years 
we telieve it bad policy for private parties to extend further @ contract 
whica is ummecessary and contrary to the public interest. In view of 
the szall volume of message traffic filled through the designated offices, 
the impact on WU ?rom the loss of its landline haul charges for this 
treffic will se minizeal and will he age red by the benefits of in- 
ereased competition. We noté@,*hewever, that WU did not address in i 
Pleadings the question of its contract with WUI. Therefore, we will 

t rake any order respecting the disposition of the WUI public offices 
at this tive. We note that under Section 214(d) of the Act, we tave the 
power to require a carrier to open a public office or offices. While 
we are not now instituting such proceedings, we are prepared to do so if 
that becomes necessary. In comnection with this mtter, we have included 
in Section IV of the interim formula a provision labeled "special interix 
provision for WUI” continuing the essentials of the present WU/WUI arzvence- 
ment. Upon the opening of new WUI offices, we shall amend the formula 
te remove the interim provision. 


ITI. SUMMARY AND CCONCLUSICNS 
A. The Present Formula 


42, In determining whether the present distridution meets 
the statutory standard, Section 222(e)(3) requires us to look both at 
private interests and at the public interest. It is clear that the 
various carriers have a igen ie and protected interest in assurizg 
that their share of traffic uncer the formula be equitably ceterminec. 
Since the formula governs relations between competitors, it is more 
difficult to measure its immct on the public. Hewever, we Selieve thm 
for purposes of this proceeding an appropriate general statement of the 
-geagamne ibe interest is the statutory requirement that we guarantee resic 
of *he United States a rapid, acetates communications service biogulhe ade- 
quate facilities and reascnable charges. 47 U.S.C, 8151. We seliev 
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the mrket-sharing features of the present fcrmula are ill-desimed to 
acvance this statutory goal. In the early days of international tele- 
graphy, and particularly when cable carriers snd radio carriers were sep- 
arate entities, there was a vigorous competition which oenefitted th 
sublic in the form of increased service coverage and substantially re- . 
duzed rates. Today, in services such as telex and leased channel there 
is still 2 vigorous. competition. The disappearance of radio/cable com- 
petition and the institution of the formula significantly blumted, al- 
though dic not eliminate, competition in message service. The charges 
for message service have not increased substantially, but there has been 
no stimulus under the present formula to imprceve service or increase 
efficiency. In this situaticn, we believe that the public is ill served 
by a formula which stifles user choice. 


43. In the desigmtion order, we directed the parties to 
provide information concerning the effects on them, as well as the 
public, of any defects in the present formula (issue 3). From the 
responses to that issue, it ts apparent that, like the effect on the 
public, the effects on the carriers of the mtters we considered above 
are impossible of concrete quantification. The inequities we outlinec 
above did net occur suddenly; but evolved over time and were the 
result of interacting forces. While this sitiati renders quantitative 
determination of the effects on individual carriers and the public 
exceedingly difficult, if not impossible, we believe the record be- 
fore us as well as elementary logic clearly warrants the conclusion 
that ocoth the individwal carriers and the public have been harmed by 
the formula's denying a carrier unrouted traffic. The carriers so 
affected pave seen their marketing efforts essentially nullified by 
the balancing provisions -- ironically, the more successful those 
efforts have been, the more the carrier has been penalized. The 
formula's arbitrary disregard of the public's role has thwarted its 
expectations and may have resulted in an improper allocation of 
resources. Accordingly, we have concluded that those who have been 
injured are entitled to relief. 


4'4 
B. The New Method of Distribution 


4k, In view o* the Toregoing, we have concluded that the 

present formula should be repealed. Since the Special circumstances 
waich prompted creation of the present formila more then thirty years 
ago no longer exist, we believe that traffic should be distributed on 
the tasis of customer choice. In this way, the public interest will 
be best served, since the public will mke its ow decisions. WU 
and OT suggested that customers be required to specify the routings. 
wolle we agree in principle that we should proceed. in this directicn, 
we do not believe that the record Presently before us is adequate 

to adopt thts method at this time, 


45. Although the parties were not notice that we would 
consicer a requirement for specific routings, neither the proponents 
nor the opponents of this method addressed the legal or economic 
issues raised thereby. Consequently, we are unable at this point 
to determine the extent of the econcmic burden which would result 
from 4 requirement for specified routings, or the proper sharing of 
that Durden between WU and the IRCs. The results of the w study 
show that in 1974 approximtely 3.0 million messages or some 35% of 
all outbound international traffic was umrcuted. The study also 
indicates that a large number of customers either do not care to 
route their messages or that they are not familiar with the dife 
ferent IRCs, since three-fourths of WU transfers are unrouted. ne 
Selieve that this is because the IRCs mave not effectively sought to 
reach these users and that this failure my prevent the efficient 
Operation cf a customer-routing System at this time. 


46. Because of the apmrent wmfanilisr ty of users with the 
IRCs or their respective merits » required customer routings will require 
that such users be informed of their choices at the time of filing. For 
nearly half of all customers who file overseas messages, the only carrier 
with which they have contact is WU. Therefore, until IRC advertising 
can become effective, WU employees will be required to provide users with 
this information. Because df the number of customers involved, we be- 
lieve this my place a substantial burden on WU. None of the mrtites 
comsicered the increase in WU's costs which would follow from this ex- 
panded role, or the effect of that increase on the users cf both domestic 
and intermational service. To assure that moO prejudice will result, we 


are of the opinion that siitable instructions and operating arrangerents, 
agreeable to all conce d. are needed to guide WU in presenting the 
public a mandatory choice - 10mg IRCs. The infermation now before us, 
however, is insufficieut *- prescribe those instructions or operating 
arrangements. 

47. To gather the information we need fcr decision, we wil 
direct the interested parties to address the matters we have discussed 
above. as well as any matters they choose to raise, concerning the impli- 
caticns of the all-routed approach and the means to implement it in an 


expecitious and orderly fashicn. In the interin, we will prescribe a dis- 
tribution of outbound traffic on the basis of the fcermula in the Appendix 
hereto. While we are considering the carrier resvonses, the ohne 
formula will provide an equitable means of distribution wnich will focus 
on customer selection and give the IRCs a chance to solicit routings. 

In this way. the eventual role of WU in the informational and operaticnal 
process will be reduced; as will the potential fer unfair advantage to 

any party from that role. We expect that the IRCs will use this period 

to expand their solicitation efforts, so that the customer routing system 
will work smoothly and efficiently. Further, we expect the parties during 
this period to work out mutually-agreeable procedures for implementat-on 
ef the all-routed distribution system so that we can avoid later contro- 
versy on this pceint. Should the parties fail to agree cn such procedures, 
nowever, we stand ready *o prescribe them if that becomes necessary. 


48. Interim Formila. In develcping the interim formula, we 
have sought to eliminate actexd ties which have made the present formula 
difficult to administer and a source of controversy. For this reason, 
ean interim formula treats all classes of messages as a whole, rather 


than individually as at present. For the same reason, we see,no need to 
comtimue separate gateway and hinterland : sacones - Rather, the given 

formula photo, soiree only two categories of traffic — routed and unroutec. 
WU will continue to distribute sp peci fically-routed traffic to the desig- 


mated carrier. Unrouted traffic will be distributed pursuant to a sin- 
plified queta system fer all traffic wherever it criginates in the United 
States. Further, we are discarding che concept of "gross internationa: 


tolls'' as a basis for calculating a carrier's quota. Random distritutic 
of messages as they are filed will, over the long run, insure that eacn 
carrier receives a fair share of revenues. ‘We will also delete the bal- 
ancing provisions. since there is no longer any need for then. This will 
also eliminate the chief cause of the distortions in the present distri- 
bution and prevent the future accumlation of overages and deficiencies. 
Under the new formula, any short-run imbalances which may occur due to 


‘raffic variations will correct themselves over time. One important 
feature of the interim formla is the provision for adjustment of the 
carriers' quotas. This will permit distribution to remain closely tied 
to changing conditions and assure that the present distortions do not 
recur. ? 


49- Under the interim forma, a carrier is entitled to 
unrouted traffic to all points it is authorized to serve. ITT had 
posed that unrouted traffic be distrituted on a countz “-oy~-country | 
among those IRCs authorized direct circuits to each such poaat. Ter, 
on the other hand, would base distribution on the points a carrier tari? 
whether served by direct circuit or through interconnection. We believe 
that ITT'’s proposal in this regard is not suited to cur overall geal. 
Beyond the. problem raised by RCA of defining a "direct circuit" (which 
ITT does not address), basing distribution solely on direct circuits 
would leave significant gaps in providing for the handling of trafic. 
This is because there are numerous destination points in the world which 
mo carrier serves directly. Under the ITT proposal, there would be no 
provision for unrouted traffic to these points. 
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50- More fundamentally, however, we take exception to th 
philosophy underlying ITT's proposal. ITT, which has advocated competi- 
tion throughout thi proceeding, here seeks to limit competition. The 
effect of this proposal would be to deny small carriers, such as TRT or 
FIC, significant unrouted traffic, since those carriers serve a higher 
percentage of their service points through intermediate conmections. We 
cannot find a justification in the public interest to so limit competi- 
tion in this area. Since all carriers compete for traffic irrespective 
of routing, the only appropriate criteria are whether @ carrier tariff 
a destination point -- since a carrier may tariff only those points it is 
authorized to serve —- and whether a carrier handles routed traffic to 
a point. Therefore, eligibility for a quota will be based on the poi 
each IRC lists in its tariff as of the release date of this order. [ 
a carrier adds new service points, it will receive umrouted traffic t 
those points to the extent that it handles routed tr $fic. In this way, 
distribution can be updated to keep it in touch with changing circun- 
Stances. By limiting adjustments to six-month intervals, WU can be cer- 
tain of its responsibilities and te spared the need for too-frequent 
changes in its distribution practices. 


Si - IT? and TRT also disagree on how to compute the volume 
of unrouted traffic: to each destination an eligible carrier is to receives. 
ITT propeséd that the volume be calculated on the basis of each elizible 
@ 
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carrier's share of WU transfer treffic (gateway and hinterland). ‘TRT, 
on the other hand, argued for distribution based solely on hinterland 
aU transfers in the belief that inclusion of gatewy-originated 

traffic (including direct ickups) favors the New York carriers. We 
velleve that the vol umes should be based on all routed tre?fic, wherever 
originating in the United States. This includes direct pickups, direct 
access, and rouved WU transfers. This is the most likely way to achieve 
the geal of distributing umrouted traffic on the same basis as routed. 
Direct pickups are oy definition specifically routed and represent 

@ significent portion of overall traffic. Therefore, to ignore such 
vratfic would be unrealistic and comtrary to our overall policy nerein. 


52, Looking beyond she features of the new formula, we will 
dispose of some remaining matters starting with WU's recuest tnet it be 
relieved of distributing treffic among the IRCs. Wnile we are sympathetic 
to WU's Gesire to simplify its role, we cannot agree that it snould te 
totally relieved of its responsibilities under the new forme. WU 
receives signiticant revenues from its mrticipation in through inter- 
rational message sezvice, so it cannot say that it has no interest in 
such traffic. Ttheref ore, we heave ceclined to accept its proposal to 
turn over all traffic to the IQB for distribution. Since WU receives 
the traffic from the public, it is in the position most expeditiously 
to effect distribution. Tuoning traffic over to she IQ8 would merely 
introcuce an extra level of processing which would increase the risk 
of delays anc increase distribution costs. The elimination of multiple 

vegories, origin points, etc., outlined above will allow WU to strear- 
ine its operations and decrease its costs. We agree with WU that it 
Should be reimbursed for the reasonable costs it incurs in effecting 
distrioution; but do not believe it should receive a profit for its 
function. As we have noted, WU receives myment for its landline mul; 
we see no reason for -% to receive a second myment from formula 
administration for the same traffic -= beyond its out-of-pocket expenses. 
We anticimte that IRC solicatation of interretioml traffic under the 
new formula will reduce the amount of ani traffic that WU must 
handle. Thus, its function will be further simplified as that orocess 
occurs. Finally, we see no reason why WU te automate the handling 
= trarfic under the new formula if it ingest shat will be in its 
interest. Accordingly, we will continue to require WU to mke the 
distrisution of traffic under the new pact 


§3- Accumulsted Overeges and Deficiencies. We turn now to 2 

dmitaim Aaah AE Be ee eee 
ster of perticuler contention among tne parties <= the disposition of 
the accumulated deficiencies and overages. RCA asserts that legal; and 
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as a tatter of equity it mist be compensated for its deficiencies. As 
we indicated above, however, we agree with the other parties that these 
are no more than statistical records which indicate the structural weax- 
ness of the present formula. RCA does not state why it believes that de- 
ficiencies represent a legal obligation in which it has a vested interest. 
Neither Section 222, nor the formula itself, directs the accumlation of 
deficiencies or overages. In our order prescribing the formla we did 
not consider the question. RCA appears to be asserting that ite quotas 
give it a claim to a guaranteed amount of traffic. The present forzuls 
does not guarantee any carrier that it will receive traffic. As more 
customers routed messages and the unrouted pool shrank, traffic avail- 
able for distribution _—— inadequate to satisfy quotas. Such changes 
in the marketplace can hardly be said to have wronged RCA - particular); 
since its own increase in self-generated traffic and the benefits it 
received under Schedule B contributed to this process. Similarly with- 
cut merit is RCA's contention that it has an equitable ra to com- 
pensation because it complied with the formula in geod faith. The 
playa formula is a legal obligation on the parties and Mp oageecpills with 
ts provisions is mancatory. Accordingly, we believe that the acc 
lated overages and deficiencies should be cancelled, without compensa- 
tion, and that distribution under the new formula should be made with- 
out reference thereto. 


sentation on the ImC. Since those carriers have an interest in the 
formula they should be represented. Accordingly, we will expect ¢ 
upon application FIC and CPL will be admitted to the Committee with 
full rights and responsibilities of membership, including participation - 
in the costs of the Committee and its functions. 


54. Administration. The simplest method for handling the day- 
to-day administration of the interim formula will be to continue to rely 
on the IvC and the IQB. However, if the IFC is satisfactorily to perform 
its functions with respect to the interim formula, all interested carriers 
mist be equally represented on it. Presently, FIC and CPL have no repre- 
interiz 
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55- As mentioned atove, ITT presently has four votes on t 
iC and RCA has two, while all others have one each. This situation re- 
lted from the fact that these companies owned constituents which op 
in different areas, employed different media, or provided different se 
Vices. We must now recognize that those entities ‘ieee no ooger ex 
(having been merged into one company) or are under commen ownersht 

make the Ic a Viable tool for supervising the interim formla's cpera- 
tions, we celieve that we should recast it so that all interested mexbers 
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have one vote each. The parties in their response to WUI's proposal in 
this regard indicated no“opposition to equalization. Under Section 222 
(e)(3}, we have the power to repeal the present formila, which would ter- 
minate the IFC, and to prescribe a new formula and create a new committee 
with equal representation. We believe that we can lugally accomplish 
the same result by restructuring +’. present committee. As before, all 
costs incurred by the IFC in administering- the interim formula shal. be 
borne by the members in the proportions they receive traific uncer it. 19/ 


56. The interim formula shall become effective on Fedruary 4, 
1976. The Initial’ quotas shall be determined by the IQ5 on the basis 
of the WU 13-week study and the’ information supplied by the IRCs in this 
proceeding. 20/ Inasmuch as no party has raised any objection to this 
information, and all have agreed to its use, we believe it will repre- 
sent an equitable basis on which the IQB can make the necessary calcula- 
tions and issue the appropriate distribution instructions to WU. The 
IQB shall calculate the initial quotas of unrouted traffic for each 
country of destination by determining from the above information the 
number of routed messages (as defined in Section IV of the interim formula) 
to such destination handled’ by each IRC. The individual carrier figures 
Will then be totaled for each destination and each carrier's figures conm- 
pared to that total. The resulting ratios will represent each carrier's 
share cf routed traffic for each destination point and, therefore, its 


19/ Companion proceeding in this docket was instituted to consider a 
request by WU for increased payments for its domestic handling of 
overseas message telegrams (landline haul). Sy Memorandum Opinion 
and Order in this proceeding, 55 FCC 24 96, reconsideration granted 
in vart and denied in vart, 55 FCC 2d 382 (1975) (Docket No. 79600) , 
we approved as a basis for terminating that proceeding a settlement 
agreement entered into by the parties under which WU0's landline haul 
divisions for full-rate messages were increased from 6.5¢ per word 
to 9.5¢ per word (with corresponding lesser increases for lower classes 
of service). Our order amended Schedule C of the present formila 
by substituting the new divisions. Our action herein does not affect 
this provision other than to change its designation to Schedule A to 
reflect the fact that the two preceding schedules have been replaced. 

20/ As noted, FIC and US-Liberia did not. provide information concerning 
their direct gateway pickups during the study period. Therefore, we 
will direct each of these carriers to file by January 10, 1976, with 
the other IRCs, the IGB, and the Commission data on all traffic it 
picked up directly during the period December, 1974 through March, 
1975. These responses shall be presented in the same format as that 
in the WU 13-week study and in the other INC reports. 
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uota of unmrouted traffic under the interia formula to that point. 
purposes of these calculations, the IGB will employ the applicable des..- 
mations as shown in the WU 13-week study. WO will then begin distribduticg 
umrouted traffic on the basis of these percentages on February 1, 1976. 


C. Canadian, Mexican, Newfoundland Formulas 


57. There is an additional matter which while not direct y 
in issue in this proceeding, we believe appropriate to address. Sec- 
tion 222(e)(2) of the Act, requires a separate formula to govern d:s- 
tribution of outbound message traffic to Canada and Mexicc. This was 
done to reflect the fact that under Section 222 Canada, Mexico, New- 
foundland, and St. Pierre-Miquelon are considered domestic points. 
Pursuant to this requirement, formula for Canada and Mexico were agreed 
upon and pregcribed by us, 10 FCC 184, 1934 (1943). In addition to 
these, a separate formula was developed also for Newfoundland traffic. 
In its original request, ITT did not raise, and the respondents did 
not address, the question whether any change in these formulas is seeded. 
However, we have decided to review these matters om our own motion. 


58. The Canadian, Mexican and Newfoundland formulas do not 
present the same questions of arbitrary market division or special bexe 
fits we have examined above in connection with the interna tional forma. 
The Canadian formila, for example, was designed primarily to preserve 
after merger, CPL's right. :inder its prior exchange-of-traffic contracts 
with Postal. (WU had exchanged traffic with CNR). The formula con‘taized 
no cumbersome quota system and provided for periodic adjustment to keep 

ts provisions in touch with developing circumstances. However, it now. 
appears to us that this formula is unnecessary, since it appears that 
CNR and CPL no longer provide duplicating services. This being the case, 
there would be no opportunity or desire on the part of WU to discrim- 
mate between the two carriers. Therefore, we will repeal the Canadc:a: 
formula. 


59. It appears that a formula for Newfoundland traffic “as 
Similarly become unnecessary. The original reason for a separate formula 
for this point was to preserve to Commercial Cable Company (cone of the 
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predecessors and constituents of ITT) the pre-merger traffic which it 
handled to Newfoundland over its transatlantic cable and to preserve 
CPL's rights under its Postal contracts. Since then, however, that 
cable has been taken out of service and CPL no longer serves Newfound- 
land. Therefore, there appears no longer to be a need for this pro- 
vision. Accordingly, we will repeal this provision as well. 


60. The Mexican farmula also appears to be unnecessary. The 
purpose cf the formula was to accommodate two then-existing factors. 
First, WO turned over Mexico-bound traffic both to the Mexican adminis- 
tration and to the Mexican Telegraph Company. This latter company, a 
joint venture of WU and an ITT predecessor, operated both within Mexico 
and between Mexico and the United States. It was felt necessary to pro- 
vide for dividing traffic between the two entities providing service to 
Mexico. However, the Mexican government nationalized the Mexican Tele- 
graph Company in 1949 and has unified all telegraph operations in one 
entity. WU today turns all unrouted traffic over to that entity. Second, 
prior to the merger, TRI and RCA also operated circuits to Mexico (con- 
necting with the Mexican government lines). The Mexican formula pre- 
served these operations after the merger and directed WU to turn over 
all traffic specifically routed via these carriers. We believe there 
is no need to continue a separate arrangement for Mexico. Rather, we 
will require WU to continue honoring RCA and TRT specific routings. 

All unrouted traffic will be turned over to the Mexican entity. We wish 
to emphasize, however, that our action does not relieve WU of its obli- 
gation te treat all carriers in an equitable and non-discriminatory 
manner in distribution of outbound traffic. . 


D. Maritime Formula 


61. Comsat General has asserted that the present formula 
under which telegraph traffic between points in the United States and 
hips at sea is presently distributed will not be suitable upon intro= 
duction of maritime satellite facilities; and requests that a separate 
inquiry be initiated to consider the need for revision of the maritime : 
formula as well as specific proposals for such revision. We note that : 
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ITT in its original petition did not address the maritime formula and 
that the inquiry herein was limited to the formula covering overseas 
telegraph messages. See 43 FCC 2d 1174. Consequently, the parties were 
net directed to address the merits of the maritime formula. However, we 
note that, like the formula under consideration, the present maritime 
formula is based on a quota system tied to market shares in a pre-merger 
base period (in this cane, 1938). Therefore, the objections we have 
expressed with respect to market-sharing devices in the international 
formula may apply to the maritime formula as well. In this situation, 

we agree with the parties who have commented on the subject that it 

would be appropriate to examine the maritime formula and that this should 
be done in a separate proceeding. Accordingly, we will by separate order 
direct all interested persons to file comments on the continued reason- 
ableness of the maritime formula. 


62. In summary, we have concluded that the public interest 
in the provision of international telegraph services will be best served 
oy relying primarily on consumer choice for the distribution of traffic 
among the several international record carriers. Due to certain unre- 
solved questions concerning possible operational, econcmic and legal in- 
plications, we will not prescribe that all international telegraph traffic 
must be specifically routed by the customer. As an initial measure, we 
shall prescribe a formula which distributes unrouted traffic among the 
carriers in direct proportion to their share of routed traffic. By thus 
rewarding the successful competitor -- rather than penalizing him as 
does the present formula -- we expect a more aggressive marketing effort 
and a consequential reduction in unrouted traffic. Meanwhile, we are 
scliciting prompt comments concerning the operational, economic, and 
legal implications of an all-routed distribsution in order that we nay 
reach an early decision concerning whether the public interest would be 
served even better through this means. 


63. Accordingly, IT IS ORDERED, Pursuant to Sections 1, 4(i), 
4(5), 201, 222(e)(1), 222(e)(3) and 403 of the Communications Act of 
1934, as amended, that the forma prescribed by the Commission in 1943 
pursuant to 47 U.S.C. §222(e)(1) (1971) governing districution vy The 
Western Union Telegraph Company among the international record carriers 
of outbound, unrouted international message telegraph traffic, and all 
prior amendments thereof, is (with the exception of Appendix 2) hereby 
REPSALED, effective March 1, 1976; 


Sections 4(i), 4&{3), 
1 that the parties to 
he formula inquiry are directed to file, and any interested person may 
le, on or before March 26, 1976, comments on the legal, econemic 
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and cperationmal implications of distributing outbound, unrouted messase 
telegrapn traffic on +e oasis cf required customer routings and the 
means by which transition to such a method ray be is uascphcnens 4 made; 
replies to the above comments may be filed on or before April 23, 1976; 


65. IT IS FURTHER ORDERED, That the interin formule set forth 
in the Arpencix hereto is nerebsy PRESCRIBED as the formula for distribdue 
ti such outbound traffic and shall be followed from March 1, 1975 
until further order of the Commission; 


66. IT IS FURTHER ORDERED, That distribution of treffic 

under the interim formula prescribed herein shall be based initially on 
the respective international record carriers' shares of such traffic 
derivec from the information supplied by the carriers in this pro- 
ceeding and the results of the study of outbound traffic conductea by 
The Western Union Telegraph Company; in this connection, French Tele- 
Craph ladle Company and United States-Liberta Radio Corporation shall 
file with the Commission and the International Fornula Committee/Internation21 
quote i eabige on or vefore Jamary 20, 1976, the number of outbound inter- 
nation telegranoh messages sicked up by them directly during the period 
of the destarn Union study, oroken down by destination according to the 
format used in that study; 


67. IT IS FURTHER ORDERED, That the formulas prescribed oy 
the Commission in 1943 purswant to “47 U.S.C. 8222(e)(2) governing dis- 
tribution of outbound, wnrouted message telecrann traffic between tne 
Mnited States and Canada, Newfoundland, and Mexico, respectively, are 
aereoy REPEALED: The Western Union Telegraph Company smll distribute 
such treffic in a fair and non-discriminatory manner which will, to the 
extent possible, honor the choice of the customer in designating the 
carrier to which such ¢ fic is to be transferred; and 


68. If IS FURTHER ORDERED, That the requestscf RCA Global 
Communications, Inc. and Western Union International, Inc. for the con- 
vening of oral evidentiary hearings in this proceeding are hereby 
DENIED. 


FEDERAL COMMUNIC... 10NS “OQMMISSION * 


Vincent J. Mullias 
Secretary 


Copy of Separate Statement of Commissioner Hooks attached. 


Formula, Pursuant to Section 222(e)(1) of the Communications Act, for 
the Distribution of Outbound International Message Telegraph 
Traffic Handled by the Western Union Telegraph Company, As 
Amended Through December 22, 1975. 


This formula, pursuant to Section 222(e)(1) of the Communications act 

of 1934, as amended, provides the method for distribution by The Wester 
Union Telegraph Company (hereinafter referred to as Western Union) 

among international telegraph carriers of outbound international message 
telegraph traffic handled by it within the Continental United States, | 
as that term is defined in Section 222(a) (10) cf the Communications act. 


The traffic for which distribution is provided herein is all message 
telegraph traffic by wire or radio, specifically routed or unrouted, 
handled by Western Union originating in the continental United States, 
provided, however, that quotas established in Section V hereof shall 

not apply to the non-message or measured services offered by the carriers, 
nor to marine (shore to ship) traffic handled by Western Union with 
respect to the distribution of which a separate formula is annexed 

hereto as Schedule 3. 


II. Interested Carriers 


The international carriers interested in the distribution of traffic 
provided for in this formula will be the following (unless and until 
other international carriers enter business): 


Canadian Pacific, Ltd. 

French Telegraph Cable Company 
ITT World Communications Inc. 
RCA Global Communications, Inc. 
TRI Telecommunications Corp. 
U.S.-Liberia Radio Corp. 

Western Union International, Inc. 


In general, an international carrier is interested in the distribution 
of traffic provided for herein whenever it handles routed traffic to 
a destination point under the conditions set forth in Section V, below. 


IIL. Specifically-Routed Traffic 


The right to receive a quota under this formula shall not purport in any 
manner whatsoever to limit or to restrict a carrier's scope of future 
operations; and a carrier shall always be entitled to receive ics speci- 
fically-routed traffic to all destination areas, if it accepts such traffic 
in pursuance of its published tariffs and tramsmits it to an overseas 
point. 
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IV. Categories of Messages 


For purposes of calculating the quotas specified in Section V, below, all 
categories or classes of traffic shall be considered in the aggregate 
with one quota covering all classes of message telegraph traffic. 


Notwithstanding any provision in this formula to the contrary, Western 
Union and all international carriers shall respect specific routings of 
any messages handled by it, and shail transfer to another carrier any 
messages specifically routed via such other carrier. All international 
messages delivered by Western Union shall carry in the preamble the 
agreed upon "via" of the international carrier which transferred the 
message to Western Union. Messages shall not be considered specifically 
routed by virtue of the use of a particular carrier's telegraph blank. 
For purposes of, and whereever used in, this formula, a message shall 

be considered specifically-routed via a particular carrier in any of the 
following cases: 


(a) Where messages are filed at an office established, operated, 
and maintained by an intermational carrier, whether filed in person, by 
messenger, by telephone, or received over a tieline or other directly- 
connected facility terminating in such office, unless the customer 
Specifically routes such meseages via a carrier other than the carrier 
maintaining such office (direct gateway pickup); 


(b) Where messages are filed directly with a particular inter- 
mational carrier at its gateway office by means of domestic communications 
networks such as domestic telex, TWX, telephone, or mail, or by messenger 
so long as the customer pays all charges incurred in connection with the 
use of such means for the purpose of filing international messages 
(direct access); 


(¢) Where messages are filed with an international carrier 
by a customer located outside that carrier's gateway city by means of 
a tieline or other directly-connected facility terminating in that 
carrier's gateway office, so long as the costs for establishing, operating 
and maintaining such facility are borne by the customer (hinterland 
tieline) ; 


(Cd) Where messages are filed with Western Union at any of i:s 
fices (except those specified in (e) below) or by other means of 
ling provided for in the Western Union tariff, and transferred by 
estern Union to an international carrier over Western Union's landline 
System, so long as the following conditions are met: 

J 
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(1) if, when filed in person, the specific routing is written 
in by the sender, 
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(44) if, when filed by messenger, the message contains a spe-ific 
routing which has been previously inserted by the sender 
(Messages shall not be considered specifically routed 
merely by virtue of the use of a particular carrier's 
telegraph blank), 


(111) 1£, when filed by telephone (whether to a Western Unicn 
office, an agency office, or to a Western Union Centr: 
Telephone Bureau), a specific routing is inserted by the 
receiving clerk at the unsolicited request of the sender, 
or 


(iv) 12, when filed over a tieline or other iirectly-connected 
facility, the specific routing has been transmitted by 
the sender; and 
(e) (Special interim provision for Western Union Internacional, 
Inc.) .Messages shall be considered specizically-routed via Western 
International, Inc. when they are Filed, without specific routing via 
another carrier having been designated by the sender, at all offices of 
Western Union located in the area south of 60th Street. in the Borough 
of Manhattan, New York; the main of 2 of Western Union in San Francisco, 
California; and the main office of Western Union in Washington, D. C. (all 
the above of which shall be considered as Western Union International 
public offices for purposes of this Section). 


unLon 


Traffic specifically routed by the sender via a particular carrier and 
destined to points not tariffed by that carrier shall be considered 
“umrouted and shall be distributed in accordance with the provisions of 
Sections V and VI below. 


But nothing in the foregoing shall be construed as requiring any in 
national carrier to accept, over tieline facilities furnished to it 
customers by a particular carrier, nessages which are routed by the 
sender via another international carrier. 


V. Quotas 


For outbound, unrouted international telegraph messages destined to 
particular international points, originating at points within che 
continental United States handled by Western Union, thera shall be for 
each international carrier a quota of such traffic calculated withourc 
consideration either of the category 1/ or length of the message. Aa 
international telegraph carrier is entitled to receive from Western Union 
umrouced traffic under this formula picked up by Weacara Union for each 

nile rawia destination point listed in that carrier's effective outbound zes- 
Sage telegrapn tariff as of the release date of the order prescribing this 


Lj The categories of service recognized by the varties to wnich this 
formula applies are those shown in Schedule A ot this for 
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raula, whether that carrier serves such point directly or by inrer- 
mnection; and, thereafter, 2 carrier shall be entitled to a qucta for 
ch additional destination point which that carrier is authorized by 

e Federal Communications Commission to serve directly. As determined 
in accordance with the preceding, an international carrier's cuota shall 
be, for each eligible destinarion point, the ratio of the number of 
outbound routed messages to such destination point (as calculated 
pursuant to Section IV above) handled by such international carrier 
during the base period to the total number of routed messages destined 
to that point handled by all international carriers serving that point 
(whether picked up directly by the carrier or transferred to it by 
Western Union) during the same period. Upon the effective date of this 
formula, the initial quotas shall be calculated on a basis as the Federal 
Communications Commission shall by order prescribe. Thereafter, the 
quotas shall be recalculated at six-month intervals on the basis of 
traffic figures for the equivalent preceding six-month period, at which 
time any adjustments to the number of destination points served by 
international carriers which have occurred since the previous adjustment 
shall be communicated to the administrative body provided for in Section 
X below which shall communicate to Western Union the appropriate change 
to be made in its distribution of traffic. The above adjustment shall 
take place on dates to be determined by the interested parties. 
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VI. Distribution of Traffic in Accordance with Quotas 


The quotas established by Section V hereof shall be applied by Western 
Union as follows: 


(1) Specifically-routed traffic shall be transferred to the 
international carrier indicated by such routing; and ; 
(if) Unrouted message shall be distributed (without regard 
either to their length or classification of service) in the order of their 
arrival at the Western Union distribution office so that each inter- 
national carrier will receive a volume of wnrouted messages which will 
equal its quota. If the messages so distributed fail in any month to 
give the international carrier its quota, the distribution of messages 
shall be modified as soon as practicable after the ascertainment of such 
deficiency in such manner as to compensate for such deficiency and to 
assure to such carrier thereafter receives its quota. Inasmuch as the 
quota system set forth herein is designed to change automatically if 
traffic patterns change, the imbalance referred to above will be essentially 
self-correcting. However, in no event are deficiencies which may result 
in the short run to be considered legal obligations in which any carrier 
has a vested interest; and, accordingly, there shall be no accumulation 
of such deficiencies from year to year. Each international carrier entitled 
to share in such distribution shall furnish to the joint distribution office 
any information necessary to enable such distribution of unrouted messages 
to be effected in accordance with this formula. For purposes of the seni- 
annual adjustment to the quotas provided for in Section V above, all 
interested international carriers shall determine dates each year by 
which traffic data is to be supplied to the committee provided for in 
Section X below. 
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If any international carrier entitled to a quota reserves in any month 

a larger percentage of unrouted messages than its quota, Western Union 
shall transfer to the other international carriers interested therein 

a sufficient number of umrouted messages destined to the same point to 
balance the excess received by the particular international carrier. 

These overages shall not be considered legal obligations of the particular 
international carrier and shall not be accumulated from year to year. 


VIL. Distribution Offices 


The Merged Company shall distribute traffic destined for transfer to 
an international carrier from a distribution office or offices selected 
by it and approved by the Commission. 


Each international carrier entitled to share in the distribution of 
messages from distribution offices of the Merged Company shall have 
access to such distribution offices at any time to protect its interests 
in the method of making such distribution and transfer of messages to 
its operating rooms. 


VIII. Transit Traffic 


It is understood that this formula does not cover any telegraph tr 
Originating outside the United States and transiting the United St 

and that all such traffic handled by Western Union shall be turned over 
to the international carrier which would have handled the same if the 
consolidation or merger of Western Union and Postal Telegraph, Iac., 
had not occurred or as may be Specifically routed. 


IX. Equality of Treatment of International Carriers and Division of 
Charges 
Except as provided in Section IV of this £ 
traffic originating in certain gateway off 
services furnished by che Merged Company ¢ 
in connection with the handling of international traffic covered by this 
formula shall be uniform and non-diserinin tory; and the division of 
charges for such outbound international traffic shall be such that 
Western Union shall retain or receive, for landline haul in connection 
with international traffic handled by it, or for pickup services, amounts 
which shall be prescribed from time to tine by the Federal Communications 
Commission. 


Ormula with respect to message 
ices of Western Union, the 

co the international carriers 

c 
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X. Administration 


The supervision of the operations of this formula shall be by a committee 
of representatives of aach of the interested incernational carriers, 
ia which committee each carrier shall have ecual representation, and 
the costs of which shall be equitably snared by the international carriers. 
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All costs involved in the mainrenance by Western Union of distribution 
offices and in the distribution by it of traffic under this formula, 
including the cost of maintaining appropriate records as to the 
distribution, shall be equitably shared by the international carriers 
receiving traffic wider this formula and reimbursed by them to Western 
Union; and all costs of distribution of traffic beyond the distribucion 
offices of Western Union shall be borme by the international carrier 

In the event there is disagreement among the members of the committee 
with respect to any feature of the distribution of traffic under this 
formula, the disagreement shall be submitted to the interested carriers, 
including Western Union. In the event tie carriers are unable to agree 
among themselves, the matter shall be submitted to the Federal 
Communications Commission for a ruling. 


Xi. 


m 


ffective Date of Formula 


The provisions of this formula shall become effective and shall govera 
the distribution of traffic on February 1, 1976. 


SCHEDULE A - DIVISION OF OUTBOUND CHARGES 


The landline or pickup charges shown in the table below opposite each 
service classification under the caption "Divisions Per Word”, and 

the number shown in the table below opposite each service classification 
under the caption "Minimum Number Chargeable Words Per Message,’ shall 
be respectively the charges per word (cable count), and the fewest 
number of words (cable count) per message which are to be charged by 
Western Union for handling outbound international message traffic in 
each classification handled by it regardless of the point of origin in 
the United States or the point of transfer to an international carrier 
in the United States, provided, however, that the merged company shall 
continue to pay to the Canadian carriers the same amounts per word 
which were being paid on July 1, 1958, with respect to that traffic 
exchanged with Canadian carriers destined to those points which are 
subject to the Telecommunications Agreement between the United States 
of American and British Commonwealth Governments (TIAS 2705, 1952). 
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Landline Haul Divisions 


Minimum Number . Division 
of Chargeable Words Per 
Per Message __ word 
(cents) 
Full Rate 7 9.5 
Letter Telegram 22 Acts 
U.S. Goverment Full Rate (No discowt) F f 9.5 
U.S. Govermment Full Rate (At discount) */ 7 4.75 
U.S. Government Letter Telegram 22 4.75 
Other Government Full Rate (No discowmt) 7 9.5 
Other Government Full Rate (At discount) */ 7 4.75 
Other Government Letter Telegram ae 4.75 
United Nations Full Rate (No discowt) 7 9.35 
United Nations Full Rate (At discoun*) */ 7 4.75 
United Nations letter Telegram 22 4.75 
Me terological 7 4.75 
Urgent Press 14 9.5 
Ordinary Press 14 ak 


*/ Tne “At discount" division shall apply if a discount of 50 percent applies to 
he through rates. aAs soon as the discount is eliminated with resrect to any scoint, 
the charges apolicable to "No discowmt” traffic shall automatically aroly. 


44 


CONCURRING STATEMENT OF COMMISSIONER BENJAMIN HOOKS 


In Re: Outbound International Message Distribution 
Formula (Docket 19660, Rm 690). 


I wish to indicate thatIl am now undecided on the question 
of complete abolition of a formula in the near future. 

The decision herein establishes that formula as al:l, 
routed-to-unmrouted percentage which is undeniably and perfectly 
fair. It removes the artificial inequities of the old formula and 
provides a competitive incentive for carriers to seek a greater 
share of traffic specifically designated to it. 

While I will be pleased to entertain proposals for the 
abolition of a formula and intend to keep an open mind, there 
are problems involved in absolute abolition (nomenclatural and 


others) and [ cannot commit myself to an automatic reconfiguration 
fl 


i 


at a specific future date. 


iF 


INTERNATIONAL FORMULA AS AMENDED 


Effective October 1, 1963 
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INTERNATIONAL FORMULA AS AMENDED* 


This formula, pursuant to Section 222(e) (1) of the Communications Act 
of 1934 as amended, shall be effective upon the consolidation or merger of 
the Western Union Telegraph Company and Postal Telegraph, Inc., after the 
approval of such consolidation or merger, and of this formula, by the 
Federal Communications Commission pursuant to said Act. The term "Merged 
Company” is used herein to refer to the domestic telegraph operations of 
The Western Union Telegraph Company following such consolidation or merger. 
The term "Western Union International” includes its predecessor, the inter- 


national telegraph operations of The Western Union Telegraph Co. hereto- 
fore called "Western Union Cables." 


l. Traffic for which distribution is provided herein 


The traffic for-.which-distribution-is. provided herein is all tele- 
graph traffic, both message and nonmessage or measured services, by wire 
or radio, specifically routed and unrouted, handled by the Merged Company 
originating in the continental United States and destined to points out- 
side the continental United States, Canada, and Mexico; Provided, however, 
That quotas established in sections IV and VI hereof shall not apply to 


the nonmessage or measured services offered by the carriers, nor to the 
following: 


(a) Such telegraph traffic hendled by the Merged Company, originating 
and destined as aforesaid, as may be distributed to Canadian 
National Railway Cempery (or other companies comprised in the 
Canadian National Railway System) and Canadian Pacific Railway 
Company pursuant to a supplement to this formula which is 
annexed hereto as Appendix 1, if said supplement is approved 
by the Federal Communicatizns Commission; 
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* "Formula, Pursuant to Section 222(e) (1) of the Communications Act of 
1934, for the Distriburion of Ourb-und Lacernational Traffic Handled 
by The Western Union Telegraph Company Fiallowing Merger with Postal 
Telegraph Co., Inc.," prescribed by the Commission. 10 fF.C.C. 184 


(1943), amended 25 F.C.C. $32 (1958), 30 F.C.C. 323 (1961) and 
au. €.G.C. 931. (1961). : 


a? 


(b) Marine (shore to ship) traffic handled by the Merged Company, 
with respect to the distribution of which a separate formula 
is annexed hereto as Appendix 2; and 


(ec) Telegraph traffic handled by the Merged Co:pany, originat 
the continental United States and destined to Newfoundland, 
respect to the distribution- of which a separate formula is 
annexed hereto as Appendix 3. 


The geographical areas of destination of the traffic covered by this 
formula are the following: 


Area "A" - Atlantic 


United Kingdom and Eire 

Continental Europe 

Beyond the Continent, including Greenland and Iceland 
(but excl’ -g Liberia) t 

Liberia 

Saint Pierre-Miquelon 


Sub-areas 


PR LALO LO eN 


Area "B" - Latin America 


Bermuda, Bahamas and the West Indies (other than Cuba) 
Cuba 


Central America 
South America 


Sub-areas 
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Area "C" - Pacific 


Hawaii 

Midway and Guam 
Australasia 

Remainder of the Far East 


Sub-areas 


Fa a 
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II. Interested international carriers vi 


The international carriers interested in the distribution of traffic 
destined to the respective geographical areas specified above will be the 
Following (unless and until other international carriers enter business, 
cor previously established international carriers whose business has been 
interrupted_resume business, in the respective areas): 


Area "At A. C. & R. ‘Group 
Atlantic Press Wireless, Inc. 
fwith respect to government and press messages) 
RCA Communications, Inc. (hereinafter called "RCAC") 
U.S.-Liberia Radio Corporation 
(hereinafter called "U.S.-Liberia") 
Western Union International 


Area "B" A.'C. & R. Group 
Latin America Press Wireless, Ince. 
(with respect to-government and press messages) 
RCAC 


Tropical Radio Telegraph Company 
(hereinafter called "Tropical") 
Western Union International 
Area “E"™ A. C. & R. Group 
Pacific Commercial Pacific Cable Company 
(hereinafter called "Commercial Pacific") 
Press Wireless, Inc. 
(with respect to government and press messages) 
: RCAC : 
The term "A. C. & R. Group” refers collectively to the subsidiaries of 
American Cable and Radio Corporation; in the case of Area "A", the reference 
is to The Commercial Cable Company and Mackay Radio and Telegraph Company 
(Delaware) ; in the case of Area "B", the reference is to All America 
Cables and Radio, Inc., Mackay Radio and Telegraph Company (Delaware) and 
Mackay Radio and Telegraph Company (California) ; and in the case of Area 
"Cc the reference is to both said Mackay Radio and Telegraph Companies. 
It is the intention hereof that quotas shall be established as provided 
in this formula for said A. C. & R. companies as groups as aforesaid, and 
that no quotas shall be established for said companies individually. 


A. The wight to receive a quota under this formula shall not purport 
in any manner whatsoever to limit or to restrict a carrier's scope of future 
operations; and although a carrier may not qualify for a quota, it shall ° 
always be entitled to receive its specifically routed traffic to all 
destination areas, if it accepts such traffic in pursuance of its pub- 
lushed tariffs and transmits it to an overseas point. 
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| IIt. Categories and Specific Routings 
Each classification of traffic destined to each of the geographical 
sub-areas 4 casement above shall for the purposes of this formula constitute 


a separate “category” or "category of traffic", and quotas for each such 
category shall be established as hereinafter provided. 


Anything in this formula to the contrary notwithstanding, the Merced 
Company and each international carrier shall respect specific routings of 
any messages handled by it, and shall transfer to another carrier any 
messages specifically routed via such other carrier. All international 
messages delivered py the Merged Company shall carry in the preamble the 
agreed-upon via of the international carrier which transferred the message 
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to the Merged Company. Messages. shall be considered as specifically ranted 
traffic if any of the following conditions are net: 


(a) Messages which are filed at an office operated and maintained bv 
an international carrier, whether filed in person, by messenger, 
by telephone, or received over a tieline or other directly 
connected facility terminating in such office, shall, unless 
specifically routed via a different carrier in a manner specified 
in Clauses (i), (1), (114), om (iv) of €b) of this section, 

p be considered as specifically routed via the carrier operating 
and maintaining such office; : 

Provided, however, That, except in the event Western Union 
International establishes branch offices of its own, all of the. 

| offices of the Merged Company located in the area 60th Street and 
| south thereof in the Borough of Manhattan, New York; the office 
of the merged company located at the New York International Air- 
port (Idlewild); the main office of the Merged Company in San 
Francisco, and one other office of the Merged Company located in 
the central business section of San.Francisco.in..the general 
| vicinity of the offices operated by A. C. & R. and RCAC, to be 
i designated by Western Union International; and the main office of 
the Merged Company in Washington, D.C., shall be considered as 
offices of Western Union International within the purview of this 
section: 

Provided, further, however, That, should A. C. & R. or RCAC 
open any additional office(s) in New York City other than in the 
area 60th Street and south in the Borough of Manhattan, in San 
Francisco, or in Washington, D.C., Western Union International 
may designate office(s) of the Merged Company in the general 
vicinity of such office(s) [opened by A. C. & R. or RCAC] to 
be considered as offices of Western Union International within 

: the purview of this section, subject to the condition that the 
total number of offices of the Merged Company so designated by 
Western Union International in leach such city shall not at any 
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(b) 
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time exceed the number of offices opened by either A. C. &R. 
or RCAC in New York City, other than in the area 60th Street 
and south in the Borough of Manhattan, in San Francisco, or in. 
Washington, D.C. 
Proviced, further, however, That should A. C. & R. or RCAC 
move an office in New York City, other than within the area 60th 
Street and south in the Borough of Manhattan, San Francisco, or 
Washington, D.C., then Western Union International may designate 
an office of the Merged Company in the general vicinity of the 
relocated A. C. & R. or RCAC office as an office of Western 
Union International within the purview of this section so long 
as the total number of offices so designated in such city or 
area thereof is not increased; ; 
Previded, further, however, That out of the traffic filed 
at these offices which has not had a specific routing designated 
by the sender a sufficient amount shall be transferred by the 
Merged Company to Tropical and United States-Liberia to satisfy 
their respective gateway city quotas to the extent that such 
quotas have not been satisfied by traffic specifically routed 
via their respective facilities and by unrouted traffic filed 
elsewhere in such gateway cities; 


Messages. which are originated by the Merged Company at all of 
its offices within the continental United States (other than the 
aforesaid gateway offices specified in (a) above), shall be 
considered specifically routed only 


(i) if, when filed in person, the specific rcuting is written 
in'by the sender, 


(ii) if, when filed by messenger, the message contains a 
specific routing which had been previously inserted by the sender 
(messages shall not be considered specifically routed merely by 
virtue of the use of a particular carrier's telegraph blank), 


(iii) if, when filed by telephone, a specific routing is in- 
serted by the receiving clerk at the unsolicited request of the 
sender, or 


(iv) if, when filed over a tieline or other direstly connected 
facility, the specific rcuting had been transmitted by the sender. 


But nothing herein shall he construed as requiring any inter- 
national carrier to accept, over tieline facilities furnished 

hy it for its customers, which handle no domestic traffic 
messages which are routed by the sender via another international 


carrier. Specifically routed messages are hereinafter sometimes 
referred to as "routed" traffic. 


) 
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IV. Quotas 


A. Eor outhound messages destined to sub-areas of Area "A", originating 
in. New York, San Francisco and Washington, ‘B.C. - for each of éaid eitios, 
there shall be for each category separate quotas for Western Union Inter- 
national, the A. C. & R. Group and U.S -Liberia, but there shall be no 
quotas for RCAC or for Press Wireless, Inc., each of which shall be 
entitled ta receive from.the Merged Company traffic specifically routed 
via RCAC or Press Wireless, Inc., as the case may be, but only such traffic 

| The quotas: for Western Union International, the A. C. & R. Group and the U.S. - 
Liberia shall be as follows: the-quota for each for_a particular cate- 

gory originating in the particular. city. shall be the ratio of the number 

of outbound messages in such category originating in such city handied by 

it (whether picked up directly by such international carrier or trans- 

| ferred to it by domestic landline carriers) during the year_1942 to the 

total number of outbound messages in such category originating in such 

eity handled during the year 1942 by Western Union International, the 

A. C. & R. Group and U.S. and Liberia. 


B. Ear authaund messages destined to sub-areas of Area "B", originating 
in_.New York,..San Francisco and Washington, D.C. - for each of said cities, 
/ there shall be for each category separate quotas for Western Union Inter- 
national, the A. C. & R. Group and Tropical, but there shall be no quotas 
| fer RCAC or for Press.Wireless,_Ine., each of which shall be entitled to 
receive from the Merged Company traffic specifically routed via RCAC or 
Press Wireless, Inc., as the case may be, but only such traffic. The 
quotas for Western Union International, the A. C. & R. Group and Tropical 
shall be as follows: the quota for each for a particular category originating 
in the particular city shall be the ratio of the number of outbound 
messages in such category originating in such city handled by it (whether 
picked up directly by such international carrier or transferred to it by 
domestic landline carriers) during the year 1942 to the total number of 
outbound messages in such category originating in such city handled dur- 


ing the year 1942 by Western Union International, the A. C. & R. Group 
and Tropical. 


C. For outbound messages destined to sub-areas of Area "C", originating 
in New York, San Francisco and Washington, D.C. - for each of said cities, 
there shall be for each category separate quotas for Commercial Pacific, 
the A. C..& R. Group and RCAC, but there shall be no quota for Press 
Wireless, Inec., which shall be entitled to receive from the Merged Company 
traffic specifically routed via Press Wireless, Inc., but only such traffic. 
The quotas for Commercial Pacific, the A. C. & R. Group and RCAC shall be 
as follows: the quota for each for a particular category originating in 
the particular city shall be the ratio of the number of outbound messages 
in such category originating in such city handled by it (whether picked up 
: directly by such international carrier or transferred to it by domestic 
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indline companies) during the year L942 to the total number of outbound 
*ssages in such category originating in such city handled during the 
rar 1942 by ‘Commercial Pacific, the A. C. & R. Group and RCAC. 


D.. For outbound messages destined to sub-areas of Areas "A", "B", 

> "C", originating-in-the United States sutside New York, San Francisco 
id Washington, D.C. - there shall be for each category separate quotas 
or all the international carriers interested in the particular category 
xcept Press Wireless, Inc., which shall be entitled to receive from the 
erged Company traffic specifically routed via Press Wireless, Inc., but 
nly such traffic. The quotas for the interested international carriers 
ntitled to quotas in a particular category shall be as follows: the quata 
or each far such category originating in such territory shall be the ratio 
£ the number of outbound messages in such category originating in such 
erritory handled by it (whether picked. up directly by such international 

rrier or transferred to it by domestic landline companies) during the 
ear 1942 to the total number of outbound messages in such category 
riginating in such territory handled during the year 1942 by all inter- 
ational carriers interested in such category, subject to adjustment, 
iowever, with respect to the quotas of Western Union International and 
CAC to give full effect to the contract between them dated September 
‘2, 1931. 


/, Distribution of traffie in accordance with quotas 


The quotas established pursuant to sections IV and VI hereof with 
respect to each category shall be applied by the Merged Company as 
Follows: allLthe outbound traffic (routed and unrouted) in such cate- 
gary handled by the Merged Company,. except 


(a) the traffic in such category distributed to an international 
Carrier not entitled to @ quota in such category but entitled 
to receive traffic in such category specifically routed via it, 
and 


(b) any traffic in such category distributed as mentioned in para- 
graph (a) of I, above, to the Canadian companies referred to 
in said paragraph (if Appendix 1 hereto is approved by the 
Federal Communications Commission), 


snall be distributed_among the international carriers entitled to- quotas 

in such category, in such proportions that each such international -carrijer 
shall receive, of the gross international tolls from the United States 
gateways ta the fareign-destinations on.all messages in such category handled 
aed the current period by such international carriers (including 
specifically routed messages and messages handled by the respective inter- 
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national carriers otherwise than through the Merged Company), a percentage 
equal to its quota for such category. The term "gross international tolls” 
is used in this formula (and in Schedule B hereto) to refer only to (i) 

the tolls payable to or collectible by an international carrier for the 
transmission of international traffic from point of exit from the United 
States to point of destination outside the United States just as if the 
actual origin of such traffic in the United States had been such point of 
exit but after deduction, in the case of any such traffie actually 

pickdd up at such point of exit, of the Merged Company's charge or of an 
equal amount if picked up otherwise than by the Merged Company, and (ii), 
in the case of outbound international traffic not covered by clause (i) 
above but transmitted by leased cable circuit, the rental income therefrom. 


The distribution of traffie by the Merged Company among the inter- 
National carriers entitled. to quotas shall be made as_follows: 


(i) Specifically routed messages shall be transferred to the inter- 
national carrier. indicated by such routing; and 


(ii) Unrouted messages in each category shall be distributed in the 
order of their arrival at the distribution office so that each 
international carrier-entitled.to.a quota in such. category will 
receive a volume of such unrouted. messages which, together with 
other messages in such category handled by such carrier (in- 
cluding specifically routed messages and messages handled other- 
wise than through the Merged Company), will give it a percentage, 
equal to its quota in such category, of the gross international 
talls on.all messages in such. category If the messages so 
distributed fail in any month to give to any international 
carrier its quota of gross international tolls from such cate- 
gory, the distribution of messages shall be modified as soon as 
is practicable after the ascertainment of such deficiency in 
such manner as to compensate for such deficiency and to assure 

: to such carrier thereafter its quota of gross international 
tells from such category of traffic. Each international carrier 
entitled to share in such distribution shall furnish to the 
joint distribution offices any information necessary to enable 


such distribution of unrouted messayes to be effected in ac- 
cordance with this formula. 


In distributing unrouted traffic, the Merged Company shall pre- 
serve for each carrier and for each cateyory, so far as practicable, the 
relative distribution by destinations (countries and cities) within the 
described sub-areas which prevailed during the base periods, and shall 
also make reasonable distribution by length of message. The Merged Com- 
pany shall preserve for Tropical for each category, so far as practicable, 


its relative proportion of the traffic in such category originating in 
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New Orleans and destined to countries in Latin America described in 
Schedule A hereto which Tropical handled during the base period of 1942. 


In each category of traffic destined to any sub-area of Areas "A", 
"B" or "C™, if. any international carrier entitled to a quota in such cate- 
gory would receive, from messages specifically routed via it and messages 
handled by it otherwise than through the Merged Company, a larger per- 
centage than its quota, then the Merged Company shall, out of such carrier's 
quotas in other classes of traffic destined to the same sub-area trans- 
fer to the other international carriers interested therein sufficient 


messages to balance the excess received by the particular international 
carrier in the particular category. 


The provisions of this section V are, with respect to Western Union 
International and RCAC, subject to the special agreement set forth in 
Schedule B hereto providing for the transfer to RCAC, out of quotas of 
Western Union International, of certain additional messages; and the 


Merged Company shall transfer such messages to RCAC in accordance with 
said special agreement. 


Distribution offices 


The Merged Company shall distribute traffic destined for transfer 
from a single distribution office in each city where traffic is to be 
transferred to an international carrier. 


Each international carrier entitled to share in the distribution of 
messages from distribution offices of the Merged Company shall have access 
to such distribution offices at any time to protect its interests in the 


method of making such distribution and transfer of messages to its operating 
rooms. , 


Each such distribution office shall, for the duration of tne present 
war emergency, be located at an office of the Merged Company where it will 
provide equal service to the international carriers involved, to the 
extent practicable without dislocation of existing facilities. 

VE 


Reestablishment of telegraph communication 


In the event that any international carrier shall reestablish 
telegraph communication (directly or indirectly) to any country in Areas 


TA" Or "OC" with wALEn mmunication by such carrier has been interrupted, 
then: 


A. For outbound messages destined to any such country in Area "A", 


originating in New York, San Francisco and Washington, D.C. - for said 
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cities, collectively, there shall be for each category separate quotas for 
Western Union International and the A. C. & R. Group, but there shall be no 
guotas for RCAC or for Press Wireless, Inc., each of which shall be entitled 
to receive from the Merged Company traffic specifically routed via RCAC 

or Press Wireless, Inc., as the case may be, but only such traffic. The 
quotas for Western Union International and the A. C. & R. Group shall be 

as follows: the quota for each for a particular category destined to tne 
country with which communications is reestablished shall be the ratio of 
the number of outbound messages in such category, originating in New York 
and destined to such country, handled by it (whether picked up directly by 
such international carrier or transferred to it by domestic landline 
carriers) ducing the last twelve months during which all international 
carriers concerned were normally handling traffic to such country, to the 
total number of outbound messages in such category, originating in New York 
and destined to such country, handled during said twelve months by Western 
Union International and the. A. C. & R. Group. ie 


B. For outbound messages destined to any such country in Area "A", 
originating outside New York, San Francisco and Washington, D.C. - for 
said territory there shall be for each category separate quotas for Western 
Union International, the A. C. & R. Group and RCAC, but there shall be no 
quota for Press Wireless, Inc., which shall be entitled to receive from 
the Merged Company traffic specifically routed via Press Wireless, Inc., 
but only such traffic. The quotas for Western Union International, the 
A. C. & R. Group and RCAC shall be as follows: the quota for each for a 
particular category destined to the country with which communication is 
reestablished shall be the ratio of the number of outbound messages in 
such category destined to such country (wherever originating in ti.e United 
States) handled by it (whether picked up directly by such international 
Carrier or transferred to it by domestic Landline carriers) during the 
last twelve months during which all international carriers concerned were 
normally handling traffic to such country, to the total number of outbound 
messages in such category destined to such country (wherever originating 
in the United States) handled during said twelve months by Western Union 
International, the A. C. & R. Group and RCAC. 


C. For sutbound messages destined to any such country in Area "C", 
originating in New York, San Francisco and Washington, N. C. and originating 
outside said cities - for each of said cities and for the territory out- 
side said cities, there shall be for each category separate quotas for 
Commercial Pacific, the A. C. & R. Group and RCAC, but there shall be no 
quota for Press Wireless, Inc., which shall be entitled to receive from 
the Merged Company traffic specifically routed via Press Wireless, Inc., 
but only such traffic. The quotas for Commercial Pacific, the A. C. &R. 
Group and RCAC shall be as follows: the quota for each for a particular 
category destined to the country with which communication is reestablished 


shall be the ratio of the number of outbound messages in such category 
destined to such country handled by it (whether picked up directly by 
such international carrier or transferred to it by domestic landline 
carriers) during the last twelve months during which all international 
carriers concerned were normally handling traffic to such country, to 
the total number of outbound messages in such category destined to such 


country handled during said twelve months by Commercial Pacific, the 
A. C. & R.. Group and RCAC. 


VII. Signs and advertising 


In New York, San Francisco and Washington, DC., the Merged Company 
shall be free to carry in any of its offices signs or other matter ad- 
vertising Western Union International, provided that it affords privileges to 
the A. C. & R. Group and Commercial Pacifie to display at said offices, 
signs or other matter advertising said Group and Commercial Pacific; and 
said Group and Commercial Pacific shall afford similar privileges, at their 
offices in said cities, to Western Union International to display signs 
or other matter advertising Western Union International. The Merged 
Company’s other offices (exclusive of railway offices operated by the 
railways, where Western Union International's signs are now being dis- 
played) shall not carry signs or advertising matter of any kind for any 
of the international carriers (including Western Union International) 
unless it affords similar privileges to all the international carriers. 
Signs or other matter advertising a particular international carrier 
which are to be displayed as aforesaid at an office of another carrier 
shall be subject to the approval of such other carrier as to form; and 
the preparation and installation of any such signs and other advertisng 


matter shall be for the account and at the expense of the carrier which 
they advertise. 


VIIl. Postal facilities now used for international traffic 


Wherever there are at present both Postal and Western Union tie-lines 
or tubes, or only Postal tie-lines or tubes, to a customer's office, the 
A. C. & R. Group and Commercial Pacific shall have the right to purchase 
from the Merged Company the Postal equipment and to lease the necessary 
facilities to connect the customer with the A. C. & R. Group or the Com- 


mercial Pacific operating rooms; or, if in any such case because of the 


customer's wishes or a shortage of equipment it seems preferable to have 
only one printer in the customer's office, a two-way switch shall be in- 
stalled so that the customer may be counected at his option either to the 


Western Union International or the A. C. & R. Group or the Commercial 
Pacific operating rooms. 
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The A. C. & R. Group shall have the right to purchase from the Merged 
Company the Postal equipment and to lease the direct customers' circuits 
of Postal between Washington, D.C., and the A. C. & R. Group operating 
rooms in New York used for international traffic. 


The A. C. & R. Group shall have the right to purchase the equipment 
and lease the space and facilities now supplied by Postal to the A. C. &R. 
Group at various produce exchanges and press offices in New York City. 


Facilities leased as aforesaid from the Merged Company shall be 
leased at the applicable tariff rates. The purchase price of equipment 
purchased as aforesaid, and rentals for space leased as aforesaid, shail 
be at prices and rentals to be mutually agreed upon. 


The Merged Company shall continue to operate the Miami end of the 
Miami-Havana cable of the A. C. & R. Group on the same basis and terms 
that Postal now operates it. 


iX. Transit traffic 


It is understood that this formula does not cover any telegraph 
traffic originating outside the United States and transiting the United 
States, and that all such traffic handled by the Merged Company shall be 
turned over to the international carrier which would have handled the same 
if the consolidation or merger of Western Union and Postal Telegraph, Inc., 
had not occurred or as it may be specifically routed. 


X. Equalitv of treatment of international carriers and division of charges 
‘ 


Except as provided in section III of this formula with respect to 
message traffic originating in certain gateway offices of the Merged 
Company the services furnished by the merged company to the international 
carriers in connection with the handling of international traffic (both 
message and nonmessage or measured services and particularly interconnection 
such as the domestic Telex service of the merged company), covered by this 
formula shall be uniform and nondiscriminatory; and the division of charges 
for such outbound international traffic shall be such that the Merged Company 
shall retain or receive, for Landline haul in connection with international 
traffic handled by it, or for pickup services, amounts which shall be as 
prescribed from time to time, by the Federal Communications Commission. 


XI. Administration 


The supervision of the operations of this formula shall be under 
a committee of representatives of each of the interested international 
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carriers (the A. C. & R. Group not being considered a group for the pur- 
poses of this section), the staff of which committee may function at the 
distribution offices of the Merged Company, and the costs of which committee 
(including the cost of leasing space for said staff at such distribution 
offices) shall be equitably shared by said international carriers All 
costs involved in the maintenance by the Merged Company of distribution 
offices and in the distribution by it of traffic under this formula, 
including the cost of maintaining appropriate records as to the distribu- 
tion, (but excluding the cost of any direct tie line or telephone facility 
maintained by Western Union International at any such distribution offices) 
shall be equitably shared by the international carriers and reimbursed by 
them to the Merged Company; and all costs of distribution of traffic 


beyond the distribution offices of the Merged Company shall be borne by 


the international carriers. In the event there is disagreement among the 


members of the committee with respect to any feature of the distribution 
of traffic under this formula, the disagreement shall be submitted to the 
interested carriers, including the Merged Company. In the event the 
carriers are unable to agree among themselves, the matter shall be sub- 
mitted to the Federal Communications Commission for a ruling. 
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SCHEDULE A 


Countries served by Tropical Radio and Telegraph Company 
as a gateway: 


British Honduras 
Guatemala 
Honduras 

El Salvador 
Nicaragua 

Costa Rica 
Panama 

Puerto Rico 

Cuba 


through New Orleniis 
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SCHEDULE B 
Special Agreement between Western Union International and RCAC 


Out of certain of Western Union International's quotas established 
pursuant to the foregoing formula, the Merged Company shall transfer to 
RCAC certain messages in accordance with this special agreement. 


This special agreement constitutes an arbitrary compromise agreed 
upon by Western Union International and RCAC. In arriving at this com- 
promise, Western Union International computed the United States domestic 
landline tolls paid by RCAC to Western Union during the base year of 1942 
on incoming international traffic from Areas "A" and "B", as compared 
with the international tolls which would have been retained by Western 
Union International cn outgoing international traffic to said Areas which 
was actually transferred by Western Union to RCAC during said year; and 
Western Union then estimated the number of additional outbound messages. 
that would have been required to be transferred to RCAC during said year 
to bring the figures into approximate balance. RCAC, on the other hand, 
estimated the number of additional messages which would have been required 
to give weight to the combination of inbound and outbound traffic handled 
by RCAC and Western Union International. Approximately the same figures 


for additional messages were arrived at by the two methods, and the figure 
of 111,200 was agreed upon. 


With a view to the preservation of existing cable routes and 
the greater use of direct circuits where available, it is agreed by Western 
Union International and RCAC that, while the aforesaid figure of 111,200 
messages was arrived at as aforesaid, the transfers of messages from 
Western Union International to RCAC pursuant to this special agreement 
shall be limited to messages destined to Continental Europe and Beyond 
the Continent including Greenland and Iceland (but excluding Liberia), 
sub-areas of Area "A". It is further agreed that the messages trans- 
ferred shall be in classes other than press, government and fixed teat. 


Said figure of 111,200 is 60.5% of the total number of outbound 
messages (other than press, government and fixed text) originating in the 
United States and destined to said sub-areas of Area "A", handled by 
Western Union International during the year 1942. 


During the operation of this formula, the Merged Company shall, out 
of Western Union International's quotas of messages (wherever originating) 
destined to said sub-areas of Area "A" (exclusive of any quotas of messages 
established pursuant to section VI of the foregoing formula, to which 
cuotas this special agreement shall have no application whatsoever), 
transfer to RCAC messages (other than press, government and fixed text) 
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to the extent necessary to cause RCAC to receive 60.5% of the gross in- 


ternational tolls on the messages (other than press, government and fixed 
text) in Western Union International's said quotas. 


It is understood, however, that: 


(a) The messages so to be transferred to RCAC shall not, if othe 
wise available, include messages destined to Russia or Egypt. 
It is understood, depending upon the availability of traffic 
for the purpose, that approximately 305 of the messages so 
transferred to RCAC shall be distributed to countries in Con- 
tinental Europe and approximately 70% to countries Beyond the 
Continent including Greenland and Iceland (but excluding Liberia) ; 
but variations in the initial proposed distributions may sub- 
sequently be made from time to time to meet changing conditions. 
(Russia and Egypt are countries in said sub-areas of Area "A" 
where both RCAC and Mackay Radio and Telegraph Company (Delaware 
presently have competitive radio circuits, and it is understood 
that the exclusion of these countries shall not be construed 
as an assumption that there will or will not be additional 
competitive radio circuits or that the existing competitive 
radio circuits will or will not be continued in operation.) 


(b) All messages so to be transferred to RCAC shall be messages 
originating outside the cities of New York, San Francisco and 
Washington, D.C., unless there shall not be available in Western 
Uriion International's quotas a sufficient number of such 
messages for the purpose, in which event sufficient messages 
originating in said..cities to make up the deficit shall be trans- 
ferred out of Western Union International's quotas. 
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SCHEDULE C 
Division of Outbound Charges 


The landline cr pickup charges shown in the table below opposite each 
service classification under the caption "Divisions per Word,” and the 
number shown in the table below opposite each service classification under 
the caption "Minimum Number Chargeable Words per Message,” shall be re- 
spectively, the charges per word (cable count), and the fewest number of 
words (cable count) per message which are to be charged by the merged 
company for handling outbound international message traffic in each 
classification handled by it regardless of the point of origin in the 
United States or the point of transfer to an international carrier in the 
United States or to a Canadian carrier: Provided, however, That the merged 
company shall continue to pay to the Canadian carriers the same amounts 
per word which were being paid on July Ll, 1958, with respect to that 
traffic exchanged with Canadian carriers pursuant to appendix I hereof 
which is destined to those points which are subject to the Telecommuni- 
cations Agreement Between The United States cf America and British Common- 
wealth Governments (TIAS 2705, 1952): And Provided further, That after 
the effective date of this amendment (August 1, 1958), the Merged Company 
shall not in any month transfer to any such Canadian carriers a larger 
percentage'of any traffic to any suberea of destination than the per- 
centage of such traffic turned over to any such Canadian carriers during 
1957. If in any month it does in fact make such excessive transfer with 
respect to such traffic, the merged company shall in the next succeeding 
months refrain from making any transfers to either of the Canadian 
carriers until it has transferred sufficient traffic to other carriers 
to restore the balance herein required with respect to such traffic. 


Minimum 
number 
chargeable Divisiors 
; words per per 
Service Classification message word 
(Cents) 
Full rate 5 5.5 
Letter telegram 22 2./9 
U.S. Government full rate (mo discount) S 9 
U.S. Government rate (at discount) * S ae 
U.S. Government letter telegram 22 2.73 
Other Government full rate (no discount) 5 | 
Other Government full rate (at discount)* S = fe 


Other Government letter telegram 22 2.73 


=~ 


Service Classification 


United Nations 
United Nations 
United Nations 
Meteorological 
Urgent press 

Ordinary press 
Deferred press 
Victory letter 


full rate (no discount) 
full rate (at discount)* 
letter telegram 


telegram 


Expeditionary Force messages 


applies to the through rates. 


og 


Minimum 
number 
chargeable Divisions 
words per per 
message word 
(Cents) 
5 5.5 
5 2.70 
22 IP fe) 
5 2.49 
10 $.5 
10 Lad 
LO a 
10 73 ed 
en .2o** 


The "At discount" division shall apply if a discount of 50 percent 
As soon as the discount is eliminated, 


with respect to any point, the charges applicable to "No discount”™ © 
traffic shall automatically apply. 


** Per message. 
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APPENDIX J 


Supplement to Foveyuing Formula, Providing Lor the Disteibution by tne 
Meryed Company ol Trabfkie to Canadian Carriers 


This supplement shall be effective simultancously with the effective. 
ness of the foregoing formula. 


I. Canadian National Railway Company (and other companies comprised 
in the Canadian National Railway System), all said companics being 
hereinafter collectively referred to as "Canadian Netivnal” 


There shall be no quota for Canadian Nutional for any category n& 
traffic. Canadian National shall, however, be entitled to reecive from 
the Merged Company its proportion of routed traffic (i.e. messages on 
which the sender indicates the route to be used is a cable route involving 
transit through Canada) originating in the United States and destined to 
Areas "A", "B" or "C", as may be determined by agreement between Canadian 
National, the Merged Company ani Canadian Pacific, based on past performance 
in respect of each such Area during a representative test period or periods, 
but only such traffic. 


II. Canadian Pacific Railway Company, herein referred to as “Canadian 
Pacific” 


Canadian Pacifie shall be entitled to receive from the Merged Company 
its proportion of the aforementioned routed traffic originatiny in the 
United States and destined to Areas "A", "B" or "C" as may be determined 
by agreement as provided in the preceding paragraph, based on pest per- 
formance in each such Area during a representative test period or periods. 


There stall be no quota for Canadian Pacific for any category of 
traffic destined to Area "A". 


For outbound messages destined to sub-areas of Keeas "8" or "CS". 
wherever originating in the United States, the Canadian Pacifie shall have 
a separate quota for each category. he quota for a particular category 
shall be the ratio of the number of outbound messages in such catesury 
transferred by the Postal Telegraph Landline System to it during the year 


192 to the total number of outbound messages in such catesury trounslerred 
by Western Union and by the Postal Teleureph Landline System duit ane Che 
year Loe tn al.. international carriers, iveludimy Westera Union Incer- 
national. 
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The quota so established with respect to each caterory shall be 
applied by the Merged Company us follows: Canadian Pacific shall receive 
from the Merged Company a volume of unrouted messages in such cutegory 
which, together with any routed nmussages in such category received hy it 
from the Merged Company as hereinabove provided, will give it a percentage, 
equal to its quota in such category, of the total outyoing international 
messages in such category handled by the Merged Conpany. 


The charges for international traffic covered by this supplement shail 
be divided (a) between the Merged Company and Canadian National pursuant 
to the provisions of the agreement of January 1, 1915, now in effect hbe- 
tween The Western Union Telegraph Company and Canadian Northern Telegraph 
Company, ete., and (b) between the Merged Company and Canadian Pacific 
pursuant to the provisions of the agreement of October 1, 1933, as amended 
by the agreement of August 1, 1936, now in effect between Postal Telegraph- 
Cable Company and Canadian Pacific. 


If and when this supplement becomes effective as stated above, the 
provisions hereof, to the extent that the same may conflict with the pro- 
visions of any presently existing contracts which Canadian National or 
Canadian Pacific have with Western Union or with any of the companies com- 


prising the Postal Telegraph Landline System or with any American inter- 
national carrier, shall control. 


soc tte EN RNS ASEH NE RIED 
ry 


Note: 5 
RCAC does not approve the principle involved in section II of this Ap- 
pendix insofar as it relates to unrouted traffic. 

The A. C. & R. Group takes no exception to this Appendix, but if the 
Federal Communications Commission should disapprove section II insofar 
as it relates to unrouted traffic the A. C. & R. Group takes the posi- 
tion that the unrouted traffic transferred by the Postal Telegraph 
Landline System to Canadian Pacific during the year 1942 should be con- 
sidered as though handled by the A. C. & R. Group, for the purpose of 
computing the quotas of said Group pursuant to sections LV and VI of 
the foregoing formula. 
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nula for the Distribution by the Merged Company of Marine | 
(Shore to Ship) Trallic 


lL. The mobile service carriers, Radismarine Corporation of America 
(hereinafter called the "RNCA"), Tropical Radio Telegraph Company (herein- 
after called "Tropical”) and the Mackay Radio and Telegraph Companies (of 
Delaware and California, respectively, hereinufter referred to collectively 
as "Mackay";, shall have for each class of service basic quotas for the 
division of all outbound msbile service traffic originating with or handled 
by the Merged Company. The basic quota for each class of service shall be 
the ratio of the total number of inbound and outbound messages ijn all 
classes handled by it during the year 1938 to the total number of inbound 
and outbound messeges in all classes handled during the year 1938 by all 
s2id carriers (excluding meteorological traffic in both cases). 


2. The basic quota of each mobile service carrier for any class of 
service, established as set forth in clause 1, shall be modified after six 
months' operation under said basic quota and eroey Six months«thereafter 


i 

as follows: if such carrier's percentage of inbound messages in such 

class turned over to the Merged Company shell be increased over or decreased 
under its percentzge of total inbound messages in such class (including 
those delivered directly) during the 1938 bsse period, one-half of such incre: 
-or decrease shall be added to or subtracted from such carrier's quota for 
such class ef service tu determine the division of outbound traffic by 

the Merged Company during the succeeding six months' period (and thereafter 
until further adjustment pursuant to this cleuse 2). This clause 2 ehail 
not tuke effect until all three cf ssid tobile service carriers shall have 
re-established their commercial marine communications business. 


3. Mcbile cervice messages delivered tu the mobile service carriers 
directly by the public, énd such messages delivered by the public to 
R. C. A. Communications, Ine. For RMCA, and such messages delivered by the 
public to ALL America Cables and Radio, Inc., The Cormercial Cable Company 
or Comnere!:iL Pacific Cable Campany for Mackay, shell be distributed to 
the particular mebile service cirrier and shall noc be included in the 
mobile service treffie originating with or handled by the Merged Company 
which is to be divided by the Merged Compeny among the mobile service 
carriers in accordance with their quotes hereunder. 


e 


4. %I- making division of mobile service traffic among the mc vile 


service cerriers in accordance with their q:otas, the Merged Company shall 
transfer sgecificzlly routed messeges ty the carrier indicated by such 


routing, and shell. divide unrouted iressuges in cach class of service so 


et 
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hat each curricr will receive «a volume of such unroeuted messages in uc 
class which, together with specilically routed messages received by *' in 
such) class from the Merged Company (excluding those mentioned in clau e 

3 above), will give it its quota in such class. 


S. Any mobile service carrier, other than RMCA, Mackay and Tro; ical 
which opersted coastal stations during 1938 and which is not now reneegin 
service and which shall notify the Merged Company of its re-entry intg, (th 
field, shail upon its re-entry into the field obtain a basic quota for 
each class of service, and the quotas of the other mobile service carriers 
at the time rendering service shall be modified, as Follows: such carrier 
re-entering into the field shall obtain a basic quota for each class, of,, 
service which shall be the ratio of the number of inbound and outbound 
messages in such class handled by it during the year 1938 to the total 
number of inbound and outbound messages in such class handled during the 
year 1938 by such carrier and by RMCA, Mackay and Tropical. After clause 
2 shall have become operative, the quotas due a carrier subsequently re- 
entering the field shall be readjusted in accordance with the provisions 
thereof. Upon the re-entrance of said former carrier, the quotas of the 
then active carriers shall be appropriately adjusted to take account of 
the quota obtained by the carrier re-entering the field. : 
6. The mobile service carriers snall currently furnish to the Merged 
Company any information necessary to enable division of outbound mobile 
service traffic to be effected in accordance with this formula. All costs 
involved in the maintenance by the Merged Company of appropriate records 
as to the distribution by it of mobile service traffic under this formula 


shall be equitably shared by the mobile service carriers and reimbursed by 
them to the Merged Company. 


7. The services furnished by the Merged Company to the mobile service 
carriers in connection with the handling of mobile service traffic covered 
by this formala shall be uniform and non-discriminatory; and the division 
of charges for such mobile service traffic shall be such that the Merged 
Compeny shall retain or receive, for landline haul in connection with the 
traffic handled by it, or for pick-up services, amounts which, regardless 
of the provisions of any existing agreement between any mobile service 
carrier and Western Union or companies comprising the Postal Telegraph 
Landline System, shall be in accordance with the tariffs of Western Union 
for such traffic from time to time on file with the Federal Communications 
Commission. No Western: Union tariffs for such traffic presently on file 
with the Commission show such division of charges, and it is understood 
that, in view of the fact that mobile service communication has been inter- 
rupted and such service is not now being rendered, Western Union tariffs 
for such traffie showing such division of charges are not now being filed. 


68~ 


It is Further understood, however, that when such turilfs are Fiverd, | 
division of charges provided for will be such that the Merged Company’ 
landline or pick-up charge will vary from 3¢ to lig (assuming that la: 
line rates then in effect are substantially the same as at present) p 
word (for Full Rate and Cde, with usual percentage reductions for ot! 

classes of service), depending upon the point of origin of the messay 
relation to:the point of transfer to the mobile service carrier,.and |! 
for each point of transfer to nwbile service carriers either (a) zone: 
be established such as are set forth in certain of the subdivisions o: 
Schedule C of the formula to which this is an appendix and the charge 
vary from zone to zone from the aforesaid minimum to the aforesaid ma 
mum, or (b) a different method of grouping states will be establishe: 
the charge again varying from said minimum to said maximum, all as ma 
be agreed upon by the interested mobile service carriers with the Mer: 
Company and approved by the Commission, or as may be prescribed by thr 
Commission. 


8. In the event that the Merged Company shall have any question 


respect to any feature of the distribution of traffic under this form: 
such question shall be submitted to the interested carriers and in th: 


event they are unable to agree among themselves and advise the Mergec 
the Merged Company shall bé entitled to submit~theée question to the Fe 
Communications Commission for a ruling and shall be entitled to rely 
the ruling of said Commission. 


9. If and when this formula becomes effective, the provisions |}. 
to the extent that the same may conflict with the provisions of any 
presently existing contracts which any of the mobile service carriers 
with Western Union or with any of the companies comprising the Postal 
Telegraph Landline System, shall controi. 
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APPENDIX 3 


Supplement to Foregoing Formula, Providing for the Distrib 
by the Merged Company of Traffi« to Newfoundland 


lies er i ae beer etd Fever ave - . Ea 


ness of the loreyoing Lormula. 


For the purposes of this supplement: the term "Commercial" refer 
to The Commercial Cable Company; and each classification of traffic dc 
to Newfoundland shall constitute a separate "category" or "category of 


traffic", and quotas for each such category shall be established as he 
after provided. 


For outbound messages destined to Newfoundland, wherever originat 
in the United States, Western Union International and Commercial shal3 
each have a separate quota for each category. The quota for each for 
particular category shall be the ralio of the number of outbound mess. 
in such category handled by it (whether picked up directly by such in: 
national carrier or transferred to it by domestic landline carriers) 
during the first stx months of 1943 to the total nimtber of outbound n.- 


in such category handled during the first six months of 1943 by Wester 
Union International and Commercial. ; 


The quotas so established with respect to each category shall be 
applied by the Merged Company to all the outbound traffic (routed and 
unrouted) in such category handled by it, and the distribution of such 
traffic by the Merged Company between Western Union International and 
mercial shall be made, all in like manner as is specified in section V 
the foregoing formula with respect to the distribution in accordance » 
said formula of traffic destined to any sub-area of Areas "A" or "B"; 
the provisions of said section V with respect to distribution offices 
the Merged Company and of section IX with respect to transit traffic, 


all be applicable to this supplement with like effect as though set fc 
herein. 


The services rendered by the Merged Company to the international 
carriers in connection with the handling of traffic to Newfoundland co 
by this formula shall be uniform and non-discriminatory; and the divis 
of charges for such traffic shall be such that the Merged Company shal 
tain or receive, for landline haul in connection with such traffic har 
by it, or for pick-up or delivery services, from or to point of origin 
in the United States to or from point of transfer in New York City, an 
which shall be in accordance with the tariffs of Western Union on file 
domestic landline services, regardless of the provisions of any existi 
agreement between Commercial and any of the companies comprising the k 
Telegraph Landline System. 
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Before the FCC 76-882 
FEDERAL COMMUNICATIONS COMMISSION 42387 
Washington, D.C. 20554 
In the Matter of ) 
International Record Carriers’ ) Docket No. 19660 
Scope of Operations in the Con- ) RM-690 
tinental United States Including ) 
Possible Revisions to the formula ) 
Prescribed Pursuant to Section 222 ) 
of the Communications Act. ) 
! 
MEMORANDUM OPINION AND ORDER 
Adopted: September 23, 1976; Released: September 27, 1976 


By Commission: 


ct 
og 
© 


l. On January 7, 1976, we issued a Report and Order and Netice 
of Proposed Rulemaking in the above-captioned matter, 57 FCC 2¢d 190, in 
that Report and Order we found that the formula governing distribution by 
the Western Union Telegraph Co. (WU) among the international record carriers 
(IRCs) of outbound unrouted international message telegraph traffic (inter- 
national formula) which we had prescribed in 1943 pursuant to 47 U.S.C. 
3 222(e)(1) (1971), is unjust, unreasonable, inequitable and not in 
the public interest. ‘We also instituted an inquiry into the legal, economic 
and operational implications of placing distribution of such traffic on 
the basis of required customer-routings. Pending the outcome of the above 
inquiry, we prescribed an interim distribution of outbound traffic (interim 
formula) to become effective upon repeal of the original international for- 
mula on March 1, 1976. The effective date was subsequently stayed by the 
Commission pending resolution of the petitions discussed below. Interna- 
tional Record Carriers, 58 FCC 2d 266 (1976). 


2. The Commission now has before it for consideration the fol- 
lowing petitions and motions» pertaining to the January'Report and 
Order: 


(a) A Petition for Stay filed by RCA Global Communi- 
cations, Inc., (RCA) on February 11, 1976 seeking 
a stay pending review of our Report and Order in 
the Court of Appeals; 


(b) A Petition for Reconsideration filed by Western 
Union International, Inc. (WUI) on February ll, 
1976, seeking, inter alia, postponement of the 
effective date of the interim formula until 
January 1, 1977; 


(c) A Motion for Extension filed by WU on February 19, 
1976 seeking extension until March 21, 1976 of 
the date for implementing the interim formula in 
which WU states that it needs the extra time to 
complete modifications of its facilities and the 
augmenting and training of its personnel neces- 
sary to implement the interim formula; 1/ and 


(d) A Contingent Motion for Clarification filed by 
WU on March 5, 1976 requesting clarification of 
our March 5, 1976 Stay Order to make explicit that 
WU is to be reimbursed by the IRCs for any in- 
creased expense it incurs during the pendency of 
the stay in proparing for implementation of the 
interim formula. 


I. . RCA PETITION FOR STAY 


3. RCA generally challenges the lawfulness of the January 
Report and Order and attempts to demonstrate that a stay of that order 
is justified under the standards set forth in Virginia Petroleum Jobbers 
Association v. Federal Power Commission, 259 F.2d 921 (D.C. Cir. 1958). 
We do not believe that RCA has sustained its burden in this regard. 


4. RCA contends that the procedures followed by the Commission 
were defective in that they did not provide it a "full hearing" as required 
by Section 222(e)(3) of the Communications Act. It argues that the 
Commission was required under the statute to conduct an oral evidentiary 
hearing (commonly referred to as a "“trial-type"’ hearing) as a condition 
precedent to any alteration of the formula. Alternatively, RCA suggests 
chat, even if not absolutely required by the statutory language, an oral 
hearing was required by the circumstances of the present case and that our 
failure to convene a hearing was therefore an abuse of discretion. We do 
not agree with either of RCA'’s arguments and conclude that our prodecures 
both meet the requirements of the statute and adequately protect RCA's 
procedural rights. 


5. The characteristics of the international formula, general 
applicability and future effect, demonstrate that it is in form and fact 
a "rule," within the meaning of the Administrative Procedure Act (APA), 
5 U.S.C. Section 551(4) (1970). Accordingly, any proceeding to amend or 
alter it is a "rulemaking" (as contrasted to an adjudication) within the 
meaning of Section 551(5) of the APA. Section 553 of the APA, setting 


forth the standards for rulemaking, does not absolutely require a trial- 


1/ In view of our action herein, this request has become moot. Accord- 
ingly, we will dismiss the WU petition. 


72 


t aba i 

# 553 (ec). The equirement of 8 (e)(3) is not 
the equivalent of ement regarding a decision "on the re- 
cord.” See Unite a egheny Ludlum Steel Co., 406 U.S. 742 
(1972). RCA relies on United States v. Storer Broadcasting Co., 351 

»S. 192 (1956), for the proposition that a "full hearing” under the 
Communications Act has been judicially defined to nean trial-type hear- 
ing. However, that case dealt specifically with applications under Section 
309 of the Act for broadcast licenses, contests of which Congress has defined 
to be "adjudication." See 5 U.S.C. § 553(c). Moreover, even in Storer the 
supreme Court upheld the FCC's reliance on rulemaking pr oceedings rather than 
individual adjudicatory hearings See Bell Telephone Company of Pennsyl- 
Wanie v. FCC, 303 F.2d 1250, (3rd Cir. 1 denied, 422 U.S. 1026 (1975). 
The new rule was adopted after soliciting the views of all interested parties 
and atter all parties had full opportunity to present their own arguments, 
counterarguments and recommendations. The procedures followed were, thas, 
in full compliance with the requirements of Section 222 and the APA. 

6 RCA also alleges that we have placed a simplistic reliance 

on competition as the benchmark of the public interest and that this runs 

ufoul of the principle announced in FCC RCA Communications, Inc., 
346 U.S. 86 (1953) and reiterated in Hawaiian Telephone Company v. FCC, 
498 F.2d 771 (D.C. Cir. 1974). While we realized that increased competi- 
tion would ee result, our action was not based solely on the hope of 
increasing competition; nor did we simply equate increased competition 
with banat ie to the public interest. We note that, quite apart from any 
action on our par co tition is a fact of the history of the interna- 


t 
tional record indu etry and prec Organization of this Commission. 
Our Report and Order, therefore, merely recognizes, as it reasonably must, 
that such competition exists. Our decision did not increase the facilities 
Or service points of any carrier; but merely removed the arbitrary penalty 
placed upon the carriers by which their efforts to obtain traffic are 
nullified by an equivalent loss of unrouted traffic. 


7. The error identified in the RCA and Hawaiian Telephone 
cases is increasing competition on the basis of an undifferentiated na- 
tional policy in favor of competition, without considering the derirability 
or feasibility of such increased competition in a particular case. See 
Pocket Phone Broadcast Service, Inc. v. FCC, D.C. Cir. Norw#4-204] ~ 
(decided July 16, 1976). The public's interest in thevformula matter is 
its general interest in having available to it a rapid, efficient communi- 
so a service with adequate facilities at reasonable charges. See 

47 U.S.C. 8 151. Our report and Order merely observed that in our 


experience competition has been an effective way to achieve those ends 


rT 


and that, absent compelling circumstances such as those in 1943, we see 

no reason to penalize competition which already exists. We did not, nor 
were we required to, find that service is presently inadequate. FCC v. 
RCA, 346 U.S. at 96-7. We do not agree, however, that the original formula 
has aided in achieving that result. Our experience convinces us that 
maintenance of the present service quality and its improvement is more 
likely where the carriers are required to earn the traffic ‘they receive 
than where they receive it arbitrarily under a fixed quota. RCA has not 
shown ccything which suggests that this view is incorrect under the pre- 


sent cixcumstances. 


g 
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We do not agree, as RCA implies, that the original formula 
was des.: ned to eliminate competition among the IRCs. As we view the 
legislative history, the Section 222(e) requirement for a formula was 
enacted to protect the competitive positions of the IRCs in the face of 
WU's post-merger dual capacity as domestic monopolist and international 
competitor. This fact is also evident from the text of the formula as 
well as our order prescribing it. See 10 FCC 184 (1943). Were the intent 
of the original formula to eliminate competition, it would have been 
much simpler to ignore customer routings altogether and to prescribe a 
fixed quota share for each carrier. The complicated structure of the 
formula, particularly the provision assuring carriers of all traffic 
specifically routed via their facilities, can only be explained as an 
attempt to allow the carriers to develop, while eliminating WU's discre- 
tion in choosing who was to receive traffic. In this respect, the ori- 
ginal formula was definitely a pro-competition tool. The features of 
the formula we found objectionably anti-coupetitive (the fixed quotas 
and the balancing provisions) were necessary in 1943 as the most reason- 
able way to protect the IRC's against WU abuses. 2/ Our January Report 
and Order found that WU's divestment of its international operations 

had removed the need for those features and that traffic distribution 
could be made on a more dynamic basis. Our interim formula retains those 
aspects of the original formula which we believe remain sound and de- 


sirable under present conditions. 


9. The interim formula also preserves elements of the 1943 
formula in the use of routed traffic shares to determine the distribution 
of umrouted traffic. Reduced to its essentials, the original formula is 
a system of proportionate distribution. The concept of proportionate dis- 
tribution is ° sound and equitable and one that will best assure the 
public a strong and dynamic international telegraph industry. 3/ 


2/ Our Order prescribing the original formula also adverts to the possi- 
bility of revision of the formula to reflect changes in operations. 


See 10 FCC at 192, 196. 


4] RCA apparently agrees that proportionate distribution is an acceptable 
basis for distribution of traffic under the 1943 formula since it was 
a party to its creation and supported its adoption when presented 

to the Commission for review. 
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interests occasioned by the prior pattern of distribution. Thus, RCA's 
rom the interim formula equally catalogues the impact on 
C from the original formula. 


12. We are not saying by this that the potential ect 
change in distribution is not an important consideration, or that w 
ignored it in devising the interim formula. This consideration is 
in our overall duty to regulate in the public interest. The publi 


nherent 
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interest in the formula matter is its general interest in a rapid, ef- 
icient communications service with adequate facilities and reasonable 
charges. See 47 U.S.C. §.151. Therefore, the impact of the interin 
formula must be examined in the context of its effect on that interest. 
In considering this impact, we must balance the benefits which we see 
from the new distribution against possible harm to the public. See, 
e.g., F.P.C. v. Hope Natural Gas Company, 320 U.S., 591 (1944). In 
the present matter, this translates to a consideration ot whether the re- 
distribution of traffic will unreasonably endanger the financial inte- 
grity of the carriers to the point that they are unable to adequately 
servé the public. We do not see such an impact resulting from the interim 
formula. With respect to ITT, TRT and FIC, the interim formula will 
likely result initially in their receiving increased unrouted traffic and 
increased revenues. We would expect this to improve their financial 
position and would therefore be unlikely to harm their ability to provide 
service to the public.4/ With respect to RCA and WUL, the interim for- 
mula does appear likely initially to reduce their message volumes and re- 
venues. Even here, though, we do not see any possible public harm. 


13. RCA argues that it will suffer a reduction in gross operating 

revenues of $2,028,000 annually if the interim formula is implemented. 5/ 
\lunough we believe that any measure of potential revenue shift is specu- 
lative, for present purposes we will accept RCA's estimate. In 1975, 

RCA reported total operating revenues from all services of $129,831,489 

ind a net income of $32,071,720. The diversion of revenues projected 

by RCA is roughly 1.5% of its operatirg revenues and 6.3% of its net 

income. Although the loss of these revenues would obviously reduce its 
profitability for the year, it would not so reduce RCA's revenues as 

to put it into a loss situation or otherwise damage its ability to serve 


4/ We do not expect that increased demand will render these carriers’ 
facilities inadequate. Message service requires relatively few 
transmission facilities, primarily telegraph-grade circuits which 
are readily available and low in cost. We therefore expect that 
these carriers would be able to supplement their present facilities 
easily and at little cost should that become necessary. 


5/ $428,000 from outbound traffic and $1,600,000 from inbound traffic. 
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the public even in the short run uld also be emphasized that this 
is a worst-case assumption and is pr cated upon RCA's not making efforts 
© acquire lost traffic through increasing its 

~ ‘ ha 


routed tCraftic.| It’ also 
diverted traffic are fixed. 


ic 
assumes that 100% of RCA’s costs involving the 
However, we have no basis on which to so assime,. 

14. We find no merit to hat the interim 

formula is unduly complex, making i pensive or difficult 
to administer, or that it will lead degra ; in service quality. 
First, the interim formula is certainly less complex than the original 
formila, which RCA does-not fi objectionably complicated. While we 
sought to continue in the interim formula the original formula'’s concept 
of proportionate distri ut ef its ancillary com- 


5 separate quotas 
terlands. What 
phe original for- 
i The use of 


plexicies as possible. 
for each class of mess 
RCA appears to object 


Mula S area gq a Sys t 
individual destinatio ion of unrcuted 
traffic to the realities of 12 market. Second, we di ee that the 
interim formula will Y @Xf ste The interim 
tormula will require WU, least in a1iy handle more unrouted 
messages manually than it j ; d h £ increase its 
costs per message. However, Ss ig merely a question of degree, since 
WW pres cue, handles many messages mannallvy The minimal economies that 
may be lost initially are outweighed by the deleterious effects on the 
carriers and the public of denying carriers incentive to seek more routed 
traffic. However, in fulfilling our public interest responsibilities, 

we will monitor WU's performance and will investigate any complaint that 
WU is mot exercising prudent judgment in this area 


15. We are similarly unpersuaded Be RCA's arguments that the 
P. & 


interim formula will lead to an unreasonable degradation of service 
guality. RCA again bases its arpuments on the fact that the interim for- 
ula will require manual handling for more unrouted messages. WU estimates 


tiat manual handling of messages will require an average of 20 minutes 

per message. Because many of these messages are presently switched 
directly from the WU computer to the IRCs, RCA argues that this represents 
a severe degradation in service quality. We note that substantial num- 
bers of messages are already processed manually at the Minneapolis facil- 
ity -- i.e., the messages for those destinations where the existing for- 
mula still calls for proportionate distribution. RCA does not object to 
the time required to process those messages WU has asserted that the 
procedures it has proposed are designed to maintain existing service 
standards at Minneapolis despite the increased load and we see no reason 
presently to challenge WU's projections. When viewed in the overall 
cefitext of the overseas message service, we are not persuaded that manual 
processing is unreasonable or that a 20-minute processing time for unrouted 
messages is inefficient. We note, however, that WU is proceeding with 

its efforts to automate the entire message-handling procedure and that 

it anticipates it will be ready to operate in this mode by the end of 1976. 


However, we see no reason to delay further the benefits to the public 
we see in the interim Formula merely because WU initially must use manua: 


procedures. 


16. RCA alleges that the interim formula will result in di: 

astrously expensive solicitation efforts to increase IRC shares of 
routed traffic -- "leading to millions (of dollars) in new costs." 
Nothing in our Report and Order indicates our desire for such a result; 
we merely indicated there that we expected the carriers to strive, as they 
have not in the past, to reach a substantial segment of the public and per- 
suade them to route their messages. 6/ We do not construe this as a direc- 
tive co engage in wasteful orgies of spending. Irrespective of the interim 
formula, it is a fact of business life in a competitive environment that 
the carriers must advertise if they are to make the public aware of its 
alternatives. The IRCs presently engage in a continuing program of 
advertising all their services. Therefore, any increase in carrier 
solicitation efforts resulting from ovr action will fit within the con- 
text of their present practices and is unlikely to create a problem. 
RCA is unrealistic in suggesting that the IRCs will engage in suicidal 
advertising campaigns. Rather, we expect that the IRCs will apply the 
Same type of business judgment in this matter as they do in other aspects 
: of their business. In any event, we are required to grant the IRCs a 
a certain latitude in their business judgments, including the amounts they 

choose to spend. RCA has failed to demonstrate any reason for us to con- 

clude that the IRCs will act imprudently. 


17. We also disagree with RCA's allegations that uncertainty 
as to the time the interim formula will be in effect will lead to 
inefficiencies on the part of the carriers. What RCA must be arguing is 
that pur designation of the formula as an interim solution will make the 
carriers uncertain as to the planning of new facilities. We note that 
RCA itself has argued that message service is relatively static; therefore, 
the carriers’ facility needs for the service will not change rapidly or 
frequently. Further, the carriers do not generally produce or lease 
telegraph-grade circuits such as used in the message service. Rather, 
they usually derive those channels by multiplexing voice-grade channels 
into 22 (cable) or 24 (satellite) telegraph-grade channels. For most ser- 
vice points, one such channel is all that is needed to provide message 
service. ‘The fact is that a decision to augment facilities is made on 
the basis of the carriers' needs for circuits in connection with telex 
and leased-channel services which are more dynamic. In any event, the 
redistribution of traffic under the interim formula does not appear to 
us likely to result in major changes in the carrters' facility reauire- 
ments. A change to the all-routed approach should not result in any 
great shift either, since the pattern of distribution should closely 


6/ Report and Order, paragraph 47. 
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ive market which historically have 
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resemble that under the interim f 
ot traffic under either method of 
to the normal forces in a competi 
been silicic rather than pre 


18. RCA has failed to make a strong showing that it will be 
& & 

irreparably injured if we deny it the requested stay. RCA alleges in 

this connection that if the interim forrnula cue effective it will 


lose unrouted traffic it presently receives under the existing formula. 

We do not find this to be the kind of injury which would justify issuance 

of a stay. The diversion of traffic likely under the interim formula does 
t 


185 
of RCA's message operations. 


not appear likely to threaten the viability 
It will continue to operate under ‘the interim formula and to receive 
traffic. It will be in the same position as the other carriers to seek 
to increase its share of routed and, derivatively, so inal traktics))/ Lp. 
after completion of its review the appellate court should reverse our 
decision, RCA will be able to reacquire the traffic it lost. We are not 
faced with a situation where RCA would lose customers to another IRC who 
mighc develop business relations with that other carrier and not desire 

Cc 


to change back to RCA. RCA will receive at all times all traffic routed 
8 


via it. Customers filing unrouted traffic are not aware which IRC handles 

their traffic and so will not be aware of any change. In the event of 

a reversal, RCA will thus be in a position to resume operations under 

the present formula without any substantial change in its position. The 
ec san aya amount of revenues 


mere fact that it will not receive an unsp 
during the intervening period is not sufficient to establish irreparable 
harm. -RKCA's unsubstantial claims cf harm must be weighed against the 

harm to other carriers and the public if the interim formula does not 
become effective. In view of RCA's failure to make a strong showing 

that it is Likely to prevail on the merits, its showing is insufficient 

to delay the benefits to the public that we see emanating from the interim 


formula. 


19. RCA has also failed to show that issuance of a stay will 
not result in substantial harm to other parties or the public. The only 
argument RCA offered on the question of the effect of a stay on the other 
parties is to assert that a stay will merely continue in effect a pattern 
of distribution under which the carriers have operated, generally pro- 
fitably, for more than 30 years. We are not persuaded by its reasoning. 
RCA appears to be arguing thac the other carriers will not be harmed 
by a stay since it will maintain the status quo and will not cause them 
to change their position. However, in the present matter it is precisely 
the present pattern of distribution we have found to be unreasonable 
and inequitable. Therefore, a stay would continue for an indefinite 
period the inequities of the original formula. Delay will deny the 
carriers traffic to which we have found them to be entitled under the 
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interim formula. 7/ While we cannot quantify the extent this will harm 
those carriers, we note that RCA's arguments of the effects on it caused 

by a loss of traffic also apply to the harm caused the others who do not 
receive that traffic. In these circumstances, to save RCA from the traffic 
diversion, while causing a similar adverse effect on ITi and) TRI, iS not 

{n our judgment equitable and is not an appropriate grounds for the re- 
lief requested. 8/ 


20. Most importantly, RCA has failed to show that a grant of 
its request would advance the public interest. In this regard, the most 
RCA offers is an assertion that a stay of the interim formula will not 
cause any short-term detriment to the public. We believe, however, that 
the public will benefit from the new method of distribution through the 
incentives it provides the carriers to increase their efficiency and to 
maintain or improve service quality. Further, we find substantial dis- 
incentives to such goals in the original formula. In the absence of any 
substantial showing that our decision is deficient or that our conclu- 
sions are erroneous; we see no reason to delay the benefits of the interim 
formula. The interim formula resulted from a careful analysis of all the 
relevant matters and RCA has shown nothing which suggests that it will be 
likely to obtain reversal of that formula. No grounds exist, therefore, 
for further denying the other carriers the equitable distribution em- 
bodied in the interim formula. Accordingly, for all the above reasons, 
we will deny RCA's Petition For Stay. 


II.  WUI PETITION FOR RECONSIDERATION 


21. Turning now to the WUI Petition for Reconsideration, we 
are similarly unpersuaded by anything contained therein either that our 
Repore and Order was erroneous, or that the effectiveness of the interim 
formula should be further postponed. In its Petition, WUI also challenged, 
without elaboration, our decision to base distribution of unrouted traffic 
on the carriers' respective shares of routed traffic. What we said above 
in connection with the RCA Petition for Stay applies equally to WUL's 
argument on this point and for that reason we will deny this request of 
WUI. Alternatively, WUI requested us to redefine "routed" traffic 


7/ We also dispute RCA's characterization of the redistribution of 
traffic to other carriers under the interim formula as an "unantici- 
pated and unjustified revenue windfall." As we have noted, no carrier 
has any claim to unrouted traffic except that conferred by the for- 
mula. So long as a formula meets the statutory criteria, a carrier 
has a vaiid claim to that traffic. As the interim formula qualifies 
under that standard, the carriers are legally entitled to all traffic 
received under its provisions and its receipt can hardly constitute 
a “windfall.” 


§0 


£ la to exclude self-generated traffic 
in calculating the carrier re tive routed-traffic shares. Self- 
generated traffic refers to tr fe originated over a particular IRC's 
own facilities, as contrasted with traffic originating with WU and trans- 
ferred to the IRC. Such traffic includes messages filed over the counter 
at an IRC public office, by telephone, over an IRC-supplied (telex) 
teleprinter. See Interim Formula, Section IV (a) - (c). After consider- 
ing WUI's arguments, we adhere to our conclusion that self-generated 
traffic should be considered in calculating the carrier quotas. Self- 
generated traffic has a central role in the distribution Of trattic 

int 


or purposes of the interim formu 
Ss 


under the original formula and the erim formula merely continues that 
practice. 9/ Therefore, we are unpersuaded by WUI's argument that it 
had no notice that self-generated traffic might be included in quota 


calculation. 10/ WUI could hardly be unaware that some features of the 
original formula might be retained in an amended formula. More impor- 
tantly, however, WUI was on notice of the self-generated traffic ques- 
tion because that question was specifically placed in issue by the 
pleadings of the parties. 11/ Moreover, WUI itself advocated inclusion 
of self-generated traffic in connection with its third counterproposal. 
pie Supplemental Comments at pp. 7-11. See also 57 FCC 2d ae 196-7. 

UI advocated a simplified version of the e@ original fornula which would 
naa all carriers on an equal footing and base each carrier's quota 
of unrouted traffic on all its routed traffic -- including self-generated 
traffic. Even though WUI chose to appose, with the exception of its own 
counterproposal, proportionate distribution, and chose not to address 
the merits of including self-generated traffic, it clearly had notice 
of the issue and cannot now argue that it was denied the opportunity 
to comment. Accordingly, we find without merit WUI's contention 


ay In fact, as our Report and Order recognized, at paragr-ph 20, the 
unanticipated growth in the relative proportion of self-generated 
traffic was the chief reason for the accumulation of large defi- 
ciencies and overages under the original formula. 


10/ WUL, in fact, noted thac self-generated traffic was included in 
calculating quotas under the original formula. See WUI supple- 
mental comments at p. 14. : 


li/ TRT, by letter dated June 26, 1973, advocated proportionate dis- 
tribution of traffic, but argued against inclusion of self-gen- 
erated traffic in calculating quotas. ITT, in its Statement, at 
p. 33, agreed with TRT with respect to proportionate distribution 
but advocated inclusion of self-generated traffic. 
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that it was denied ‘due notice and hearing" on this issue as provided 
for in Section 222(e)(1) or a "full hearing" under Section 222(e) (3). 
Similarly, we find without merit WUI's contention that our inclusion 
of self-generated traffic in calculating carrier quotas denied it the 
notice required by Section 553(b) of the APA. 


22. Nor are we persuaded by WUL's arguments that inclusion 
of self-generated traffic will unfairly prejudice WUI due to its lack of 
public offices in the gateways. The amount of traffic affected by this 
provision is so small that it would not have a significant effect on 
WUL's operating results. 12/ WUI has shown nothing which would justify 
excluding self-generated traffic in calculating unrouted traffic quotas 
under the interim formula. The fact that the formula concept is aimed 
at, and only applicable to, unrouted traffic (which is by definition 
traffic handled by WU) does not argue that only routed WU transfer 
traffic should be used to determine distribution of unrouted traffic. 
Self-generated traffic is an integral and important part of routed 
traffic which it would be illogical to ignore. 


23. We also disagree with WUI that the IRCs compete in conceptu- 
ally different markets which require different methods of distribution. 
All IRCs are more or less equally situated with respect to traffic ori- 
ginating in the hinterland; no one carrier has better access than another. 
As TRT noted in opposing WUI's arguments, the carriers compete on a 
nationwide basis both in gateways and hinterland, since both gateway and 
hinterland customers may file their messages with WU and both have the 
option: to route their messages or to file them unrouted. Thus, the 
important criterion for decision in the formula question is not, as WUL 
suggests, the relationship of WU to the filing public, but that of the 
IRCs and the public - since it is the IRCs, not WU, who will carry 
the messages overseas. Further, it is not the relation of WU to the 
public which creates unrouted traffic, but whether the IRCs are able to 
persuade customers to insert routings. WU does not carry traffic inter 
nationally; in this connection it is a conduit to the various $RCSs. iu 
addition to conceptual weaknesses, WUI's arguments are internally incon- 
sistent. Whi e arguing that only WU transfer traffic is relevant to the 
formula, WUI inexplicably would include direct access traffic with which 
WU has no connection. Further, WUI would include gateway-originated 
traffic filed with WU even though it comes from a market which WUI asserts 
is irrelevant’since the IRCs compete directly there. 13/ We note that 


12/ During the “U study period, 8,098 messages were filed unrouted at de- 
signated WU offices, while WUI reported 276,554 direct pickups of its 
own. Thus, the designated-office traffic amounts only to about 3% of 
its total self-generated traffic. 


WUI's argument is thus factually incorrect since WU has an "operating 
preserve" in the gateways equal to’that of the IRCs. WUI is also in- 
accurate with respect to the hirterland; the IRCs have a direct operating 
presence there, albeit to a lesser extent than WU, through the mechanism 
of direct access. ~ 


IS 


WUL's proportion of routed WU transfers is higher than its proportion 


Ss oucec 
of self-generated traffic or its share overall Therefore, it would be 
to WUI's advantage to exclude self-generated traffic, since that would 
yteld it more unrouted traffic under the interim geeky We believe 
that WUIL has not shown that self-generated traffic should be excluded 


in calculating carrier quotas under the interim for: tee 14/ 


24. Phasing-in of the Interim Formula. WUI has shown no 
son why + e interim formula should be phased in rather than becoming 
fective immediately. Section 222(e)(3) requires us, once we have 
ound the present method of distribution to be unjust, to prescribe 
a new distribution which will meet the statutory standards. A phased 
implementation would not be consistent with this requirement, although 
we believe that such an approach would be within our discretion under 
the Act if we found strong public interest reasons for it. In the pre- 
sent matter, we see no public benefits from such an approach and, 
further, strongly question whether it would be feasible. The philoso- 
phy underlying the interim formula, that unrouted traffic be distri- 
buted according to customer wishes expressed through specific routings, 
would be frustrated by a phased implementation. Beyond this, we can 
see no reasonable basis for implementing the approach. 


25. Gateway Direct Access. WUI also seeks clarification 
of Paragraph IV (b) of the interim formula which defines specifically 
routed messages to include those "filed with an international carrier 
at its gateway office by means of domestic communications networks 
- « . SO long as the customer pays all charges incurred in connection 
with the use of such means .. . (direct access) ." (emphasis added). 
In All America Cables & Radio, Inc., 15 FCC 293 (1950), we permitted 
customers to file overseas messages directly with the IRCs so long 
as the customers pay "he charges associated with the use of domestic 
communications networks. For customers located within the gateway 
cities, we permitted the IRCs to absorb the- usage charges so as to 
bring direct access into conformity with the IRCs general practice 
of free pickup and delivery in the gateway cities. We included the 
cited language to make clear that direct access traffic is included in 
routed traffic for purposes of calculating carrier quotas under the . 
interim formula. As such, we did not intend to alter past Commission 
policy in this respect. Inasmuch as present Commission policy permits 
the IRCs to absorb usage charges in connection with gateway direct 
access, the language in paragraph IV (b) should not be taken as an 
intention now to require such customers to pay those charges. Further, 
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14/ See Report and Order, 57 FCC 2d 190, at paragraph 18, Table 2. 
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traffic Filed over the affected domestic networks by gateway-city 
customers will be considered as specifically-routed traffic, since 

it was filed with a specific IRC. Since the purpose of including the 
direct access provision in the formula was only to list the classes 

of traffic which would be considered specifically routed, it was not 
intended as a definition of direct access or a rule setting forth the 
criteria for its use; and we therefore believe it unnecessary formally 
to amend the language. 15/ 


IIL. WU MOTION FOR CLARIFICATION 


26. Om March 5, 1976, WU filed a contingent motion for 
clarification in which it noted that in accordance with our January 7 
Report and Order it had invested in the new facilities and hired 
additional personnel necessary for implementing the interim formula. 
WU had undertaken these matters in the belief that the interim for- 
mula would become effective on March 21, 1976. 16/ WU now seeks 
clarification of our February 26 stay order to make explicit that it 
will be reimbursed for all increased expense resulting from the stay. 
Comments on WU's Motion were filed by ITT, RCA and TRT. We believe 
that since WU is a disinterested party in the present dispute it 
would be unreasonable to burden it with the start-up costs it incurred 
in good faith in anticipation that the interim formula would become 
effective on March 21, 1976. It was veneficial for all concerned to 
allow us time to consider RCA's and WUI's arguments and to resolve 
any doubt as to the interim formula. Inasmuch as all the IRC parties 
have benefitted from our review, we believe that all should bear a 
portion of the WU costs. We believe the most equitable basis for 
apportioning the costs is in proportion to the amount of traffic 
each carrier will receive under the initial quotas. This is the way 
costs were to be apportioned at the time WU began its preparations for 


15S/ We do believe, however, that the provision should be part of the 
interim formula for the purpose of listing categories of specifi- 
cally-routed traffic to which it applies. We express no opinion 
by this inclusion as to the propriety of present direct access 
policy. If in the future we have occasion to re-examine the policy, 
we will face the question of amending the formula in connection 


with any action we may then take. 


16/ WU had sought extension of the effective date from the original 
March 1, 1976 date to permit its preparations. This request was 
mooted by our order of February 26, 1976, 58 FCC 2d 266, staying 
the effective date indefinitely. 
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27. Accordingly, IT 
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the above-captioned matter fi 
hereby DENIED. 


RED that the Petition for Reconsidera~ 


28. IT IS FURTHER ORDE 
tion in this matter filed by Wester Union Intermational, Inc. is to the 
extent provided for herein, GRANTED but, otherwise, is DENIED in all 
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29. IT IS FURTHER ORDERED that the Petition for Extension 
Union Telegraph Co. is DISMISSED; 


filed in this matter by the W 


* 


shall CONTINUE until PCA Gioba 
tunity to obtain a ruling from th 
RCA renews its pending Petition for Sta 
five days of the release of this Order. 


30. IT IS FURTHER ORDERED that the Stay issued in this matter 
1 Communications shall have had an oppor- 

e Court of Appeals, on condition that 

filed in that court within 


FEDERAL COMMUNICATIONS COMMISSION 


Vincent J. Mullins 
Secretary 
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17/. RCA is also seeking a stay from the Court of Appeals, As we in- 
dicated in our prior stay order, we would continue the stay until 
RCA has had a reasonable opportunity to get a determination from 


the reviewing court. 
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International Record Carriers’ Communications 543 


BEFORE THE 
FEDERAL COMMUNICATIONS COMMISSION 


Wasurxctox, D.C. 20554 


* In the Matter of : 
IsternaTIonaL Recorp Carrters’ SCOPE OF| 
OPpeRATIONS IN THE ContrsentTaL UNITED| Docket No. 19666 
Srates, Incurprnc PossmBLe Rrvistons To} RM-690 
THE Formtta PRESCRIBED Txper SEcTION 
292 or THE COMMUNICATIONS Act ——~ 


: Norice or INQUIRY AND ProposeD RULEMAKING 
(Adopted December 13, 1972; Released December 18, 1972) 


By THE Coxsission: : 
1. The Commission has pending before it various petitions and re- 
quests all of which relate to the domestic handling of international 
record traffic. Of greatest immediacy, are proposed tariff revisions 
filed by the international record common carriers, to become effective 
March 1, 1973, under which stich carriers, rather than their customers, 
would absorb the landline transmission charges related to the pickup 
and delivery of international telegrams outside of the gateway cities 
in which those carriers maintain offices. In essence, these pleadings 
-may be grouped into three separate categories. The first and longest 
pending is a petition for rule-making filed by ITT World Communi- 
cations, Inc. (ITT) * wherein it is requested that the Formula for the 
Distribution of Outbound International Traffic (Formula) handled 
by Western Union T elegraph Company (Western Union) be revised 
in various aspects. Second, Western Union has filed a petition that 
this Commission order an increase in the per word charges for the 
landline haul of full-rate messages from 6.5 cents ia word to 16 cents 
per word with corresponding charges for other classes.? Third, there 
are the above-mentioned proposed taritf ainendments, to become etiec- 
tive March 1, 1973, filed by the international record carriers under 
which they, rather than the customers, would pay the domestic trans- 
mission charge for international message telegrams sent by hinterland 
users directly to present gatewa offices or sent by the carriers from 
guch offices directly’ to hinterland users by telephone, teles, etc.: and 
applications filed by international carriers for authority to open offices 
in additional mainland cities.* The specific requests and proposals in- 


elude the following : 


(a) Proposed amendments filed by ITT, to its Tariff F.C.C. 
would permit ITT, to absorb all charges incurred for the use 0 


No. 7* which 
f the various 


—————e 
_ @ November 27, 1984. See RM-690. 

9 Sec petition of Western Union Telegraph Co. dated Jaly 23, 1970. 

* The “binterlanud” is that territory ju the contiguous 4S states beyond the 


gateways of an international record carrier. 
¢ Specifically. 36Sth Revised Page 1. 151ist Revised 
Revised Page 10, 13th Rerised Page 11D, 7th Revised 


limits of the 


Pace 1A, Lith Revised Page 9, 1ith 
Page 704 and 6th Revised Page 7OB. 
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domestic communications media for direct customer access to the international 


carrier for the pickup and delivery of international messuge telegrams: 


(b) Proposed amendments filed by Western Union International (WTI) to: 


its Tariff F.C.C. No. 12* which would have the same effect as that in (a) above: 

(c) Proposed amend:neuts tiled by RCA Global ¢ onimunications. Inc. (RCAG) 
to its Tariff F.C.C. No. 60° which would have the same effect us that in (a) above: 
(d) An application iby ITT? under Sections 214 and 22° of the Communica- 
tions .\ct for authority to establish 15 operating points in the hinterland for the 
handling of telex a leased channel services and for the authority to use Wide 
Area Telephone (WATS) for the pickun und delivery of international 
messaze telegr in the contignous 48 states: 

(e) An ap; rt RCA Global C mmunicauions, Inc. (RCAG)* under 
Section 214 to e- 1S operating points in the hinterland for the handling of 
telex and leased channe! services: and 

(f) Application of TRT Tejecommunications, Inc. (TRT) * for authority under 
Sections 214 and 222 to establish New York City as a gateway for leased channel 
services to points in Latin America and the Caribbean. 


2. Finally, there is pending before us a petition for review of the 
action of the Chief, Common Carrier Bureau regarding an application 
of Western Union for authority ta provide Mailgram service betwee 
the contiguous states and Hawaii.” We are considering this matter sep- 
arately, as it is not directly related to the questions described above, and 
expect shortly to issue a decision thereon. 

3. All of the foregoing proposals and reque 
of issues which are essentially interrela g 
Sis in the so-called domestic telegraph merger legislation which was 
enacted in 1943" and the changes and developments which hare 
occurred since that time. The merger lezislation permitted Western 
Union to merge with the Postal Teleeranh Company (Postal) upon 
the making of certain findings by the Commission. Western Union 
at the time was not only the major televraph carrier within the United 
States, but also provided international telegraph services through its 
cable division. Postal also provided a more iimited domestic message 
telegrapii service and its facilities for pickup and delivery of inter- 
national traffic were available to the international telegraph carriers. 
There was concern expressed that if the merger took place between 
Western Union and Postal, Western Union would be in a position to 
favor its own cable division in the handling of international telegraph 
traffic. The legislation proposed to address this problem in two wars? 
(1) by requiring the eventual divestment by Western Union of its 
international telezraph operations *? and (2) by requiring that West- 
ern Union distribute outbound international telegraph traffic among 
the international record carriers and divide the charges for such traffic 
in accordance with a formula approved or prescribed by the Com- 


sts present a complex 
ted. They have a common gene- 


*Specfficallr 75th Revised Page 1, 6th Revised Page 9. @th Revised Page $1 and 6tb 
Revised Pace 86 


*Specifieally 390th Revised Page 1, 10th Rerised Page 
Revised Page 68 B. 

T File No. T-C-2422, filed September 20. 1971. 

® File No. T-C-2498. Aled January 11.1972 ‘ 

* File No. T—C-2458, filed September 1. 1972. 

Western Cnion proposed to transmit message 
Howat! for delivery to the Addresee4, using 
Satellite Corporation. The Chlef, Common Car ’ 
of April 19, 1972 that its >, ‘ieatton way not ae ented fir filine in view « f the Saetion 229 
Proseription on Western Union ox ersens services, The Western Caion application for review 
was fled on May 19 and will he nected on shortly. 
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mission.* This formula was to be so designed as to insure equitable 


distribution of traffic and a reasonable division of the tolls for such 
traffic between the merged domestic carrier and the international 
carriers. . 

4. At the present time, the international record carriers provide, 
in addition to other services, pickup and delivery of international 
telegraph messages, at their expense. within the so-called gateway cities 
in which they operate.** These cities. for ITT, WUI and RCAG, the 
three major record carriers, are New York, San Francisco, and Wash- 
T gateway cities are Miami and New Orleans (with the 
three major record carriers handling leased channel services at Miami). 
These carriers interconnect with Western Union, which handles inter- 
national telegraph messazes to end from users located outside the gate- 
way cities, with Western Union receiving @ portion of the charges 
for such messages in com ensation for its landline services. 

5. Both the concept of fhe gateway and the manner in which trafic 
may be delivered to points beyond -he gateway have been in a constant 
state of evolution and development since 1945 as the needs of users 
developed and as technology evolved. As early as 1949 the Commis- 
sion had occasion to review in detail the pickup and delivery practices 
of the carriers for traffic originating and terminating in the hinter- 
land. AW America Cables and Radio. Ine.. 15 F.C.C. 293, (Docket 
No. 9433). In that proceeding. we accepted the principle. reflected in 
the tariffs of certain international carriers, that hinterland users coul 
forward outbound messages to an international carrier by telephone, 
TWX or otherwise and that over=eas inbound messages addressed to 
persons in the hinterland could be delivered by such means where 
appropriate instructions had been given by the customer. In each in- 
stance the domestic handling would be at the customer's expense. We 

‘have also, on specific occasions when it appeared to be in the public 
interest, authorized the international carriers to extend their opera- 
tions to points outside the gateway aaa oO Te 
8, Since the merger was authorized in 1943 there have been signifi- 
cant changes both in the composition of international record traffic and 
in the facilities and services available to handle such traffic. At the time 
of merger, international message traffic contributed the major portion 
of total international communications revenues. whereas it now con- 
tributes a minor portion of such revenues and a decreasing share of in- 
ternational record carrier revenucs. In 1945. the primary, if net the 
only method of handling international messace telegraph trafic in 
the hinterland, was through the domestic facilities of Western Tnion 
(and. prior to merger. of Postal). Since that time. there has been 8 


rapid development in domestic teleprinter exchange and other serv- 


a 


international es rriers may 
ties which constitute rate 
exit from the continental 


947 U.S.C. ¢ 222(e (1) (1964). 
% See 47 U.S.C. 9 2220) (3) (1964), which provides that the 
accept or deliver international telegraph messazes in those ci 
ways approved by the Commission as points of entrance into or 
United States. 
uE.g., we have permitted Press Wireless, a9 international carrier, to operate tempo- 
rery pickup and delivers offices at national conrentions and on similar occasions. We hare 
also expanded the concept of the catewar to include areas beyond the cornorate limits of 
teway cities when we found good cause tor so dvuing. Metropolitan Areas Case (Docket 


No. 10335) and Press Wireless, Inc., 21 F.C.C. 511, (1956). 
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ices, Furthermore, the Commission has recently authorized Western 
Union to acquire the TWX facilities of American Telephone and Tele- 
graph Company (AT&T) so that. combined with its own Telex serv- 
ice, it has a virtual monopoly over domestic teleprinter exchange trat- 
fic. Finally, telephone service has expanded tremendously since 1945 
so that it is directly available to the vast majority of the people of the 
United States. AT&T now offers a service (WATS) whereoy. for 2 
fixed monthly charge. a subscriber may make unlimited telephone 
calls anywhere m the United States. Such service is also ottered in the 
inbound direction and permits subseribers to receive calls from any- 
where in the United States at their expense. On the telegraph side, 
Western Union has, since the domestic merger, closed hundreds of its 
smaller offices throughout the: country and in New York City in an 
etlort to modernize its operations and to follow the shift from over- 
the-counter to telephone and machine-operated pickup and delivery. 

7. As a result of these developments, an increasing amount of in- 
ternational telegraph message traffic is specifically routed via a par- 
ticular international carrier. including messages filed directly with 
such carrier by hinterland users, and this trend is expected to continue 
in the vears ahead. 

8. It is within the context of the developments outlined above that 
it is necessary and timely to reevaluate the existing institutionalized 
methods and practices involved in the pickup and delivery of interna- 
tional traffic originating at or delivered to hinterland points outside 
of the established gateway cities, including the overall relationship be- 
tween Western Union and the international record carriers so that 
the public will be assured of efficient and economic international record 
communications. We believe this objective will best be achieved by our 
consideration of all the foregoing matters in their totality. 

9. Therefore. rather than now having independent consideration 
with a separate procedure for each of the above cited matters, we shall 
institute a general inquiry which will address, on a consolidated basis. 
the broad and important public interest issues posed by the “direct 
access” tariffs and the ITT andl RCA applications to establish offices 
in the hinterland and to transmit certain types of trafiic over lines to 
be leased from domestic carriers.'* Such an inquiry will also treat the 
technological and operational changes which have taken place aftfect- 
ing the pickup and delivery of telegraph traffic. and the effects thereof 
on the existing arrangements for the division of tolls between Western 
Union and the international carriers. as well as the specific per word 
compensation currently in effect. Finally, the inquiry will give con- 
sideration to the current operation of the international formula. and 
determine whether current conditions and trends require modification 
of the formula. We will not at this time attempt to define the precise 
issues to be considered, nor will we now direct the parties to file either 
written comments on substantive matters or to participate in eviden- 
tiary hearings. Rather, as hereinafter prescribed, we will direct all in- 
terested parties to recommend specific issues to be considered in view 
of the matters discussed above, and the specific procedures by which 
such issues should be resolved in this Inquiry. These recommendations 


% We will give consideration to the TRT applications for authority to ase New York City 
asa catewny at the same time, 
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shall be the subject of informal conferences which will be called and 
conducted by the Chief. Common Carrier Bureau. 

10. The Chief, Common Carrier Bureau. shall meet with respond- 
ents herein to consider the specific issues to be resolved and the proce- 
dures to be used in resolving such issues. Following such meetilyss, 
which shall be held with reasonable promptness, the Commission wi 
issus a further memorandum opinion and order specifying issues an 
procedures to be followed. In such meetings the parties shall strive to 
resolve all disputed questions through written exchanges. negotiations 
or stipulation, rather than through cumbersome and time-consuming 

rocesses of an adversary proceeding. 

1L Returning to the tariffs before us, we do hare 8 threshold ques- 
tion relating to the nding tariffs to become effective on March 1, 1973, 
pursuant to which the international record carriers would be permitted 
to pick up or deliver tr. “> at no additional cost to the custom~- 
located outside of the gr ay cities. For this purpose, the interna- 
tional carriers would use inward and outward WATS services of the 


telephone companies 2s well as TWX and Telex services of Western 


‘ Union by which such international carriers would accept international 


message telegrams from points in the hinterland or deliver such mes- 
sages to points in the hinterland. Western Union contends the tariff 
revisions should be rejected on the following grounds: (@) the practi. 
contained in the filings are expressly prohibited by prior Commission 
decisions; (b) — approval pursuant to Section 222 is required to 
pick up and deliver in the hinterland; (c) prior approval under Sec- 
tion 214 is required to extend service to the hinterland; (d) lawful 
joint through rates to points on the systems of the domestic carmers 
cannot be established by absorbing the charges of such carriers with- 
out their concurrence Or & Section 201(a) finding; (e) the prop 
revisions are inconsistent with the legally filed tariff for Western 
Union's Telex service; (f) the interconnection arrangements pro 

are inconsistent with existing through routes established by Western 
Union and the carriers and with the presently effective division of tolls 
authorized by the Commission; an (gz) the revisions are not in the 
public interest in that they would jeopardize Western Union's plane 
to modernize its facilities to provide improved service. 

12. The contentions of Western Cnion must be considered and eraln- 
ated in the light of the purposes, background and developments set 
forth hereinabove. First of all, we wish to make it clear that none of 
our prior decisions with respect to the handling of traffic in the hinter- 
land accepts the Western Trion premise that it was anted some 
form of exclusive right with respect to the pick up ana delivery of 
international message traffic beyond the gateway cities. We have in the 
past rejected such contentions. (See paragraph 5 above.) Insofar as 
the argument with — to Section 214 is concerned, we believe that 
it is sufficient to note that a considerable number of past actions ta ken 
= Western Union are exactly contrary to the position it now takes. 

hus, it has for several vears been making use of the public telephone 
network, .¢., message toll telephone and WATS services, for the inter- 
city pickup and delivery of both domestic and international telegraph 
traffic without having requested Section 214 authorization. In essence, 
Western Union assumed, and we believe correctly so, that the use of 

88 F.C.C. 24 
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the public telephone. TWX, or telex services, as now contemplated by 
the record carriers, does not involve the construction or acquisition of 
a line or the operation of any such extended or additional line within 
the purview of section 214 of the -\ct. Accordingly, on the basis of 
precedent primarily established in connection with activities of West- 
ern Union, we tind the Section 214 argument to be without merit. 

13. With respect to the Section 222 argument of Western Union, it 
was the intent of Congress that the carriers be restricted to designated 
gateway cities in accepting or delivering international message tele- 
graph traffic unless and until appropriate authorization under that 
section had been obtained from the Commission to extend those gate- 
ways or to create new ones. The key question, therefore, is whether, 
as contemplated under the proposed taritf revisions, the use of modern 
facilities which either did not exist or were in their reiative infancy 
at the time this provision was enacted, were intended to be encom- 
passed within the statutory ban. The above-described tariff filings 
do not involve or contemplate the duplication of facilities between 
the existing offices of the carriers and points of pickup and delivery in 
the hinterland. Rather, the international carriers propose to make use 
of the existing «witched TWX and Telex networks of Western Union 
or the WATS telephone service network of AT&T to facilitate the 
pickup and delivery of international traffic originating at or destined 
to points outside the existing gateways. Western Union or AT&T are 
to be reimbursed for the use of their respective networks at published 
tariff rates. The difference between current practice and what is pro- 
posed in the tariffs at issue is the absorption by the international car- 
riers of the charges associated with the customers’ use of the Telex, 
TWX or WATS networks. From the user's standpoint, the practices 
will differ from those currently in effect only to the extent that there 
will be a reduction in the cost of direct access. ites 

14. However, despite the fact that the carriers do not by their tariff 
revisions propose to establish offices in the hinterland, we believe that 
the proposals to absogb the charges for the domestie handling of in- 
ternational telegrams do raise a valid question as to whether Section 
222 applies to the subject tariff revisions. Specifically, the question is 
whethe: the use of the public telephone, TWX and Telex networks in 
the way proposed by the carriers constitutes a change in established 
gateways by such carriers which require prior approval by the Com- 
miss.on as contemplated by Section 222(a) (5) of the Communications 
Act and whether, in the absence of such prior approval, the proposed 
tariffs should be rejected. 7 pt 

15. In view of the importance of this threshold question, we feel 
that it should be promptly resolved, and, we will consider it separately 
from the other matters under consideration herein. The filing carriers 
have deferred the effective date of their respective tariff revisions until 
March 1, 1975, so that there is opportunity for the filing of briefs on 
the specific question whether the new practice proposed in these tariff 
revisions requires prior Commission authorization under Section 222. 
Upon receipt of these briefs and any reply briefs which may be filed, 
we will hear oral argumeat. We will then make a determination as to 


.the applicability of Section 222 before undertaking any further con- 


sideration of the merits of the proposals. If, in deciding this matter, we 
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(he ae ote on at te tin am mci asi iat ssa Mati tT, hia taint cc 


90 


A te en ety Se RRO Neo 


4 


Pad 


concluc 
course. 
the car 
quests 
service. 
ing her 
of Sect 
the cost 
telepho 
quired 
questio 
sues pr 
volved 
Commi 
institut 
16D. 
suasive 
propos: 
not spe 
transm 
ers Wot 
tariff p 
we thu 
posed 1 
domest_ 
be thre 
Union’: 
the rele 
internz 
inconsi: 
the ree 
292 que 
Acco © 
201, 2" 
quiry 1 
in tech 
ternati« 
or desi 
discus- 
IT 1 
ferred 
missio} 
IV 1 
graph ¢ 
municz 
comnut 
1 et 
1.51(2) 
named 
order. = 
bility © 
tained 


te 


> construction or acquisition of ; 
h extended or 
Act, Accordingly. on the basis of , 
, connection with activities or West- 
{ areument to be without merit. 
222 prgument oi Western Union, it 
vjers be restricted to designated 
yering international message tele- 
propriate authorization under that ; 
e Commission to extend those gate- ; 
jection, therefore, is whether, } 
-ff revisions. the use of modern | 
sere in their relative infancy + 
|, were intended to be encom- } 
3 above-described tari filings : 
iiplication of facilities between 
points of pickup and delivery in , 
al earriers propose to make use 


omnes 


@ car 
LEV ET: 


c 


Si 


: Telex networks of Western Union 
etwork of AT&T to facilitate the 
-raffie originating at or destined 
ys. Western Union or AT&T are ' 
ir respective networks at published ' 


n current practice and what is pro- » 

sorption by the internationai car- ’ 
it customers’ use of the Telex, : 
, the user's standpoint, the practices ; 
n etiect only to the extent that there ; 
direct access. ere we ik 
nat the carriers do not by their tariff ¢ 


| in the hinterland. we believe that 
xes for the domestic handling of in- 
valid question as to whether Section - 

{ 

| 

{ 


- 


‘sions. Specifically, the question is : 
ne, TWX and Telex networks in 
stitutes a change in established 
approval by the Com- 


‘Tt 


pa 


equire prior 
on 222(a) (5) of the Communications 
of such prior approval, the proposed . 


re : : That 
. of this threshold question. we feel 
ed, and. we will consider it separately 
sideration herein. The tiling carriers 
f their respective tariff revisions until 
portunity for the filing of briefs on 
new practice proposed in these taritt 
‘on authorization under Section 222. : 
reply brieds which may be filed, 
will then make a determination as to 
before undertaking any further con- 
yposals. If, in deciding this matter, we 


1 


- 


rors LR ED 


International Record Carriers’ Communications 549 
992 authority is required, the tariffs will, of 


the statute and returned to 


conclude that Section uth ; 
conflicting with 


course, be rejected as 
the carriers who filed them. The carriers will then be free to file re- 


quests for authorization under Section 222 to institute the proposed 
service. We emphasize that the briefs and oral argument we are order- 
ing herein shal address only the narrow question of the applicability. 
of Section 222 to the proposal by the ;nternational carriers to absorb 
the costs of direct access by means of domestic Teles. TWX and WATS 
telephone service, and whether approval by the Commission 1s re- 
quired as & condition precedent to the filing of such tariffs. If this 
question is determined in the negative. the broader public interest is- 
gues presented by the practices embraced by the tariff provisions in- 
volved will be treated in the context of Sections 201 and 202 of the 
Communications Act within the general inquiry we are hereby 


instituting. 

16. The other arguments of Western Union for rejection are not per- 
suasive. We do not think previous decisions are grounds to reject the 
proposed revisions. In: All America Cables and Radio, supra, we did 
not specifically address the question of whether payment of land-line 
transmission costs by the international carriers rather than the custom- 
ers would be unlawful, but, rather, permitted to become effective a 
tariff provision which required the customer to pay such costs. Nor do 
we think that a through route is sought to be established by the pro- 
posed revisions, in view of arrangements relating to interfacing of 
domestic and international telex systems, which are not considered to 
be through routes. We agree that there is a conflict with Western 
Union's Telex tariff: however, there is serious "question as to whether 
the relevant provisions of such tariff will be lawful should the proposed 


international taritfs become effective. Insofar as Western Union argues 
inconsistency with the present through routes that it maintains with 
the record carriers, we think this question is subsumed by the Section 


922 question. 

‘Accordingly, IT IS ORDERED, Pursuant to Sections 4(i), 4(j); 
201, 202, 205. 214, 222 and 403 of the Communications -Act. that an 1n- 
quiry is instituted to determine the nature and extent of the changes 
in technology, operation. and economics related to the handling of in- 
ternational record communications and what revisions are necessary 
or desirable in the public interest with respect to the various matters 
discussed herein. in light of such changes: 

IT IS FURTHER ORDERED. That following the meeting re- 
ferred to in paragraph ten, a further order shall be issued by the Com- 
mission. specifying issues and the procedures for their resolution: 

IT IS FURTHER ORDERED. That. The Western Tnion Tele- 
graph Company. ITT World Communications Inc.. RCA Global Com- 
munications. Inc.. Western Union International. Inc., and TRT Tele- 
communications Corp. are nanied as parties respondent ; 

IT IS FURTHER OR DERED. That. in accordance with Section 
1.51(a) (3) of the Commission’s Rules and Regulations. each entity 
named as a party herein shall. within 20 days of the release of this 
order, submit an original and nineteen copies of a brief on the applica- 
bility of Section 222 of the Act to the free direct access proposals con- 
tained in the ITT, WUI and RCAG tariff revisions; that reply briefs 
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muy be filed within ten days thereafter; and that oral argument on 
the matter will thereafter be held before the Commission en bane at 
Washington, D.C., at a date and time to be specitied by subsequent 
order; 


IT IS FURTHER ORDERED, That the applications of ITT 
World Communications Ine., RC. Global Communications, Inc., and 
TRY Telecommunications Corp. for additional gateway authority 
shall be retained for appropriate further action in accordance w “ith 
any decision take nh the INGUITY ordered herein; and 

if isk URTHE R OR DERED, That the petition of ITT World 
ae iunications Inc., RM-690, to revise the Formula for the Distri- 

ution of Outbound International Traiiic handled by Western Union 
me the petition of The Western Union Telegraph Company to in- 


. crease the per word charges for the landline haul of international mes- 


sage telegrams shal] be retained for appropriate further action in ac- 
cordance with any decision reached in the inquiry ordered herein. 
fry: 


2 


Feperat Cou scNnicaTions COMMISSION, 
Ben F. Warte, Secretary. 
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SIONER REI CONCURRING IN THE RESULT. 

1. The Commission has before it for consideration (a) a petition for 
rulemaking filed by ITT World Communications Inc. (ITT) under 
Section 222(e) (3) of the Communications Act seeking changes to ts 
fornula for distribution of outbound international messages (‘or- 
mula) ;+ (b) comments on that petition filed by RCA Global Com- 
munications, Inc. (RCA), Western Union International, Inc. (WUD), 
TRT Telecommunications Corp, (TRT), French Telegraph Cable Co 

French Cable), Canadian National Railway Co. (CNR), Canadian 
acific, Ltd. (CPL) and The Western Union Telegraph Co. (WU): 
(c) a reply filed by ITT; and (d) supplementary comments filed. in 
nse to a request of the Chief, Common Carrier Bureau, by RCA 
, French Cable, TRT, CPL and WU amplifying the positions 
taken in their originally filed comments. The ITT petition alleges that 
the formula, as presently written, is anachronistic and no longer pro 
vides a distribution among the international record carriers (IRC's) 
of outbound international message traffic which is just, reasonable. or 
uitable in the public interest. The petition further requests the Con- 
mission tofu ily to review the workings of the formula and to pr 
scribe a new formula which will be eqiutable to all parties. 

9. The present dispute centers around the form developed pur- 
suant to Section 222(e) (1) of the Communications Act. That section 
provides that 

the consolidated or merged carrier [WU] shall . . . distribute 
among the international telegraph carriers, telegraph traffic by 
wire or radio destined to. points without the continental United 
States. ... in accordance with such just, reasonable, and equl- 
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LAs originally filed, the petition was denominated a “complaint” in accordance witd 
the language of Section 222(e) (3). However, since it involved # request for a chance io 
the formula, which is a “rule’ within the meaning of § 551(4) of the Administratire Proce 
dure Act, 5 U.S.C. § 551 (1971), it was treated as a petition for rulemaking and assicced 
the fle number RM-690. For simplicity, the complaint will be referred to herein af * 
petition for ralemaking or petition. 
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’ table formula in the public interest as the interested carriers shall 
“ gg@ree upon and the Commission shall approve... 47 U.S.C. 
§ 222(e) (1) (1970). : 

The question before us is whether the formula currently in eject, 
which was initially prescribed by the Commission in 1943, 1s now out- 
moded. Section 222(e)(3) provides that the formula may be rerised 
‘whenever, upon a complaint or upon its own motion and after a full 
‘hearing, the Commission determines that the formula no longer oper- 
;ates so as to fulfill the statutory requirements. We believe that the ITT 
-petition and associated pleadings make a prima facie showing that the 
current formula is or will be unjust, unreasonable, or inequitable and 
sthus not in the public interest. 

: 3. Section 222 was enacted in 1943 to permit the merger of WU and 
#The Postal Telecraph Cable Co. (Postal). As a result of the merger. 
WU would become the sole domestic telegraph carrier with an extensive 


andline network? Congress feared that this would put WU in a posi- 


‘tion where it could favor its own international division (WU Cables) 
over the independent IRC’s with respect to traffic originating in the 
‘hinterland. Therefore, the section inciuded a provision requiring WU 
.to divest itself of its cable division. Since divestment was not made a 
pre-condition of the merger, WU would continue its international op- 
-erations until such time as a purchaser for them was found. Section 
7222(e) was included to provide a method for insuring fair distribution 
among the IRC’s of outbound international message traffic by WU, 
savoiding favoritism of either its own cable division pending divest- 
Ment or another carrier. We approved the merger application on Sep- 
tember 27, 1943, 10 F.C.C. 148 (Docket 6517), and issued an accom- 
spanying “Separate Report of the Commission on Formulas for the 
*Distribution of International Traffic,” 10 F.C.C. 184. In this document, 
we adopted a method of distribution which, with some modifications,° 
sTemains in effect today. 

* 4, The formula, which is set forth in the attached Appendix, pro- 
svides generally that each IRC should receive from TL a sufficient 
snumber of unrouted * international messages so that the gross inter- 
ational tolls such IRC would receive from all traffic (routed as weil as 
funrouted) destined to a particular geographical sub-area * would ac- 
scord with that carrier’s proportionate share of the total tolls to each 
‘subarea during the base year.* An IRC is given a quota of messages, 
taking into consideration not only the number but also the length of 


ks There was a limited IRC domestic message service prior to World War II. Howerer, 
yiuring the war, the War Communications Board ordered those operations terminated for 
sreasons of national security, and they were never resumed. 
© 4In 1961. in connection with the WU direstment, we modified the formula to substitcte 
aon rae ae division and to reflect the fact that thereafter WUOI would be an 
ependent if 
& *4 customer sending an outbound International telegram via WU may either specify the 
“aternational carrier he wishes to handle the message (a “routed” telesram) or merely 
sfle the message with WU without further direction (an “unrouted” message). The 
ormula, which provides in Section III that specific routings are to be honored, was designed 
20 provide a fair distribution of total messaze trafic. 
+ *The formula created three Areas: (1) Area “A” (Atlantic), (2) Area “B” (Latin 
“America) and (3) Area “C” (Pacific). Each area is divided into “Subareas” to cover specific 
-nantries and territories. - : : 
= ©The “‘base year” under the formula is, generally, 1942 (the last full year prior to the 
Merger): The formula, however, provided that where service to a country within a subarea 
‘of Areas A or C bad been {nterrupted by the \.ur, the base period for determination of 
RUstas would Ss the last twelve-month period jor to the tuterruption in which all 
interested IRC’s were normally handling traffic to that country. . i 
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quota, the formula provides for that carrier an increased aumber «. 


messages to assure that its quota is met thereafter. Day-to-dov ac 
istration of the formula is conducted by the International For 
Comunittee, made up of representatives of the interested IR C's, Wi 
issues, through its staff the International Quota Bureau. inst: 

to WU directing it to distribute unrouted messages. We have t 
sponsibility to oversee the operation of the formula as a whole anc 
assure that it continues to serve the public interest. 

5. In 1961 we approved a plan under which the American Secu 
Corp. would purchase the WU Cables division and operate it as 2 
independent IRC under the corporate name of Western Union 7 
national, Inc.’ With the consummation of divestment 


IOL2 


was no longer in a position where it conld favor its own internation: 


operations. At that time, we approved certain modifications te 
formula to reflect the effect of the divestment. Howev. ar, we did 
engage in a thoroughgoing review of the formula or make a: 

revisions. 


be SI ee 
S23; Ly eS ; OF ae 
ia Sag oS SE My Ee heb 8 TOMS SF A ote t 


SE EAOE Sy ee IRE: EES ae ORR Ee Bae ata rae 


tm TOR2 WG 
aid BID, ae 


<3 
ee ra 
v 


$ 


j po wi 
COTIC 
r w the 
* gmoul 
é At la a 
IT] 
ON Pt 
ines) 
IUSI 
jastity. 


the fo 


more 
i switcel, 
States. 
the IN 
“of this 


i Lmitar 


6. In December 1972, in Docket No. 19660, we initiated a cener! 4! 


inquiry into the relationship between 'WU and the IRC’s 


stated our belief that these matters would best be considered together. 
However, in view of the developments which have taken place since we 
instituted Docket No. 19660, it now appears that the best and moa 
expeditious course is for us to consider further the ITT petition and 
associated responses separately at this time. 

T. In its petition, ITT isolated three aspects of the present formula 
which it claims need correction: (1) the quota system; (2) “Schedule 
B”; and (3) the gateway cn.  t. With respect to the quota. system. 

alleges that the technical, operational. and corporate change: 
which have occurred in the international messaca industry since 19+) 
have made it anachronistic. Under the formula, the quotas are de- 
signed to preserve each IRC’s relative market share at its 1942 oi 
earlier level. [TT notes that, although the present structure was argu- 
ably necessary to prevent WU from favoring its cable division. it: 
continued validity is doubtful because the divestment of that division 
has put WU in a position where it can no longer so favor itself. More 
fundamentally, however, ITT charges that the existence of sizeable 
“deficiencies” and “overages,” * and the fact that the formula provides 


780 F.C.C. 823 (Docket No. 6517) (1961). 

*88 B.C.C. 2d 548 (1972). 

*The amount of unrovted traffic due a carrier under ite quota ig affected Dr the amonnt 
of routed trafic it carries to a particular geographical subarea. If. through specificall:- 
touted tradic alone, a carrier exceeds its quota for any catecory of traffic to a aniares 
(defined as an “overage”) the formula calls for unrouted traffic to be withheld from (bai 
carrier in other categories to as to balance off the excess. Similarly, when unronted traf? 
turned over to @ carrier, when added to routed traffic, is insoffici-nt to satisfy {ts quots 
to any subaren (a “defictency’), it {s to receive incrensed amounts of unrouted traf 
thereafter until its deficiency js eliminated. ITT included figures in its petition to «bow 
that, on an overall basis, it and WUI were in an overage position, with. RCA and orbers 
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Among the | 
matters included in that inquiry is the ITT petition at issue herein. 
This investigation arose from a series of interrelated filings bearing on 
the general question of the interface between the domestic and inter- 
national telegraph fields, At the time we instituted this docket. re 
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no way to eliminate them, indicate a basic weakness which should be 
the continued validity of “Schedwe B” 


io the formula. Under this provision, WU agreed to give RCA certain 
amounts of traffic taken from its qliotas to subareas of Area A 


{ Atlantic). 


.. ITT characterizes this agreement as a “gift,” which was made to 
compensate RCA for its pre-merger lack of access to a domestic land- 
line system,?° and argues that any disadvantage RCA suffered must be 
cousidered to have been redressed in the time since the formula was 
mstituted. Finally, ITT believes that, in connection with a review of 
the formula, the “gateway” concept should be modified to reflect 
more accurately modern operating techniques, such as automatic 
switching, which permit handling to and from any point in the United 
States, without processing at present gateways, as contrasted with 
the IRC’s manual handling of messages at gateways in 1943. In view 
of this, ITT believes gateway cities, which were tied to old cogs 
limitations, should not be restricted to those currently authorized. IT 

requests that, after hearing, the Commission revise the formula to meet 


modern conditions, including: 
xs 


to serve the point of destination ; 


* g) cancellation of all existing overages and deficiencies ; 
- b) ordering WU to turn over unrouted trafic equally to all IRC’s authorized 


= ¢) cancellation of the quotas for the Canadian carriers under appendix 2 to 


the formula ;* 


+ d) ordering WU to turn over all routed traffic to the carrier of the sender’s 
choice without any regard to the distribution of unrouted traffic, if it can carry 


the traffic out of the country ; 


$ e) prescribing that gateway traffic originated by an IRC itself should have no 
benring on the distribution of outbound unrouted traffic. 
f) cancellation of Schedule B of the formula ; and 


+ £) upon revision of the formula, abolition of gateway quotas and distribution - 


of unrouted traffic filed with WU equally among the IRC’s, allowing the IRC’s to 
operate in “new” “gateway” cities upon an appropriate Section 214 finding. 


in a deficit position. RCA was also In a deficit position with respect to Schedule B traffic. 
IfT argues that to the extent a carrier strives to increase its routed traffic, it loses unrouted 
trafic. so that the present formula tnhibits competition. It also points out that RCA has 
to gateway quota to dreas A and B, so that its hinterland quota to those areas is not 


teduced by routed gateway traffic, as are ITT" 


s and WUI’s,. where its gateway traffic is 


proportionately greater than it was in the base year. In view of its overages, and conse- 

quent lack of participation in unrouted trafic, it believes it ts deprived of the opportunitr 

to bg ey 7 such market ood to gain any return traffic from abroad that may result from 
{ 


the band 


ng of unrouted tradic. It also cites other examples which it belieres illustrate 


frnulo inequities—U.K. and Erie, South America, Japan. 

£ Prior to the merger, the WU Cables division relied on the WU domestic landline net- 
fork to provide pickup and delivery for international message traffic to and from the 
hinterland, ITT"s Lpectenp ered in the formula collectively referred to as the “A.C. & R. 


froup,” had an exc 


usive arrangement with Postal under which the ITT companies turned 


ster to Postal unrouted inbound traffic in return for all {ts unrouted outbound traffic. 
2CA, however, had no such arrangements. RCA, however, did have a pre-merger contract 
rith WO which provided that WU would turn some traffe over to it in return for 
RCA‘s inbound traffic. Additionally, RCA had arrangements with WU for exchange of 


traffic to and from trans-Pacifie points. 


+ OSection 222 provided that, notwithstanding the fact that pickup and delivery of 
faternational messages within the continental United States is defined as a domestic tele- 
Graph operation, the IRC’s may pick up and deliver such messages “in the cities which 
enatitute gateways approved by the Commission as points of entrance into or exit from 
the continental United States... .” See 47. U.S.C. § 222(a)(5) (1971). 

¢ S Appendix 1 to the formula provides that CNR and CPL be given quotas to certain 
points in Australasia. This provision arose because prior to the merger WU bad a contract 
"ith CNR to turn over specifically-routed traffic destined for those points. Postal had a 
Similar contract with CPL, except that unrouted traffic was also covered. The formula 
provides that specifically ronted traffic be turned over to the two Canadian carriers and 
that sufficient unrouted traffic be turned over to CPL so that its pre-merger share of the 
‘otal traffic (routed and unrouted) to the areas in question would be generally main- 
‘ained. ITT argues that the contractual rights which resulted in this provision “can 


feriainly be deemed to have been fulfilled. . . 


OBEN ORAS o4 


." See ITT petition at pp. 11-12 
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&, Essentially, none of the parties wo fled comments herein dis- } ode 
the factual all Coye i are ei SPE” WetItLON ee ' ther « 
putes factusi a ezatic ms in wwe at petation. However, sore 01 % PTA Pe 
them take exception to certain features of the ITT proposas tot ae RT. 
formuls. The position of the parties may be summarized as follows i Ir 
WU.—-WU's present -nterest in the Formula lies in the establishment 0: a et ih 
visions which are substar nally clear and explicit so that it may readily deer a | = 
mea Bat 


[RC to which traffic is to ve transferred, and the rt 


formula or resuive disputes. 
» made by WU of international record traihe speci: : 
veh of 


the identity of the 
Sane of th 
ous cl the 


minke interpreta 


Any revisiog Saol 


. 


vide for the distribation to oe 
cally routed via 2 Canadian carrier, or Via an IRC which cannot carry su f 
trate out of the United States. In addition, any revision should uot inhibit W! HM 3 
from changing its operating mic! xis in pursuance of its modernization sat bs only 
The present Formula is becoming increasingly incompatible with modern dur i aul 
dling and processing of international telegrams. Instead of the present for H 
ell traffic should be required to be specifically routed by the sender. If this cann { = nat 
be done, then responsibility for distribution should be transferred to am entitr ? Ne " 
of the IRU’s such as the Tpternational Quota Bureau. Falling this, unrouted H ae ah 
traffic to s particular area should be transferred to oue ERC, so ag to simpiif a 7 
handlings. All costs of distribution should be borne by the IRC’s and WU should 47? re’ 
make a reasonatle profit on its services in distribution of traffic. So far a8 ITT ora ‘ 
proposes expansion of existing gateways, WU opposes such a step. Since !¢ bax r TR 

IRC’s should not expand taro the * at : 

ey Socal 


Ser routed 
2 ingou 
~ manny: 
= ments. 


domestic field. Moreover, 
present gateways, but should use WU offices. In any event, any treatment of tls 
gateway question in the Formula should be resolved ia & manner consistent Wi 
any modification of the industry structare in D 
RCA—The ITT proposal seeks only to advance ITT’s interest. ICT hax an 
overage of $23.9 million as of October 1972, and RCA has an underage of S=..: “ 
inillion. RCA says the cumulative overnees and undernges must be viewed inf and p: 
light of intentions at the time the Formula was prescribed. It asserts that the * warde 
Formula refiects the pre-merger situation, in which WU Cables and ITT were if pres: 
closely allied with an extensive landline system, and have roughir equa: }™ a2 Ee , 
portions of in and out trafic, whereas RCA could never approach this position § unrom 
since it had no close affiliation with a landline system. RCA roluntarily gare "Pp = messu 
its own efforts. TTT, which box ithe 
ly did so amt = prefe: 


«to Areas A and B. to rely on 
provred 5 P 
me 1 


Lg EI cB I A RE 


gateway quota 
said it did not pian to open additional gateway offices, promot 
ce. ovtaining additional traffic and diminishing u 


Bonk 


doubled its advantage. 
traffic in gatewvoys. W tI received substantial rea C traffic for which tr never x : 
had quotas, giving it overages and causing RCA to have underages. WU enters! hand? 
into solicitation practices for WUI in both gateways and hinterinnd. and wel Sand 
has a hinterland orerase while RCA and ITT have deficits. ITT’s position ignerr «© distr: 
its own cumulative overage, and it has failed to establish a cause and effect mh! ee 
tionship for its contention. It has not been inhibited by the Formula, With res: H : DY a! 
to Schedule B, it was neither a gift to RCA nor 2 price for unanimity 2 the Bf © GMUss! 
Formula submitted to the Commission. ITT did not oppose {t in 1043, and Rf , ocPy 
does not tnke a single unronted messnge from ITT. Since RCA has a avis tant 2 tetas 
deficit tnder Schedule B, it cannot ve said to hare been compensated for the ae *“ 
{nequalities intended to be removed by Scheduie B. In summary, ITT's appr 4 " atred! 
is an arbitrary one, and reflects none of the public interest considerations recs a Britis 
nized as important by the Commission in 1843. RCA, with the henviest defct. Spee 
wrould be the chief victim. The basic problem is one of not having a metho! ' Eadie 
liquidate deficiencies, and any revision must recognize and account for them. {TT ¥ cont 
hes failed to make a prima facie case. ent 
WC/.—In the interest of expedition, any possible Formula revisions should '+ S wine 
explored preliminarily by the interested carriers, using Section “1 of the Fem ethar 
mula, which provides for an International Formula Committee. as a vehicle. S75 ~ neue 
course could eliminate or minimize tedious formal hearings, WCI wilt not om” 5 $a oi 
ment at this time on ITY’s proposals, since it is preferable to explore them In {!* a sen ai 
Committee, and, moreover, they are Jacking in detail, and there {s a question asi" ei Kx 
ta Section 222 proceedinc. Tp Fy cent 


whether the showing made is adequate to warran 
any event, such issues 38 free direct access and gateway city charges should '# § pray 
* Obliss 


‘first resolved. 
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French Cable.—As French is not a party to the formula, it made no comment 
‘ i ie .eitber on ITT’s allegations or on its recommendations. However, it did indicate 
ITT petition. However, some of §- its desire to participate in the resolution of the conflict. 

afte ITT proposal foranew |< 7#T.—This company supports the ITT view that the Formula requires revi- 
L may be summarized as follows: sion. It proposes the following changes: 
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who filed comments herein dis- 
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ula lies in the establishment of pro- 3 L that existing “overages” and “deficiencies” be eliminated; 
Mxplicit wo thut ic may readily determine z 2 that auy carrier handling routed traffic to a foreign or overseas desti- 
iw to be tromsferred, and the means to * nation be eligible to handle unrouted traffic; 
olve cisputes. Any revision should pro- , 2 thet each carrier be allocated a percentage of unrouted traffic tolls to 
of international record trafiic speciti- 4 each country or overseas destination in proportion to that carrier's share 
an IRC which cannot carry such 3 of the total routed traffic tolls to that country or overseas destination: 
in, any revision should not inhibit WU < 4 that in determining each carrier's share of the total routed traffic tolls 
rsuance of its modernization progrum £ only those toils which are derived from messages originating outside the 
ingly incompatible with modern han- ‘ gateways be inciuded ; 
ms. Instead of the present formula, z 5. that the percentages for each carrier and ench country or overseas desti- 
y routed by the sender. If this cannot <r nution be determined annually for the latest complete year; 
on should be transferred to an entirr a & thot the carriers report to the FCC the number and the tollg of all 
Quora Bureau. Failing this, unronted x routed and unrouted messages to each country or overseas destination ; 
bsferred to one IRC, so as to simplify x 7. that the computation of the percentages and the verification of the 
borne by the IRC’s, and WU suonld [2 reporting be the responsibility of the FCC; 
"oe Sideeene of traffic. So fur as ITT = &. that the IQB be dissolved. 
ppes S j “+ 7 . * : 
rhaghy 4 aq nteer io bx [5 TRT states that: The suggestion above that the unrouted traific be 
d not maintain independent offices in {.. 2located by countiy or overseas destination in proportion to the 
ben, In any event, any treatment of te | - routed trafic for each carrier which is derived from messages originat- 


gsi =* cane consistent with « ing outside the gateways would serve as an incentive for each carrier to 
b advance IT's interest. ITT has an 4° Maintain service quality and to be responsive to customer's require- 
and RCA has an underage of $45.5 §7~ ments. Competition would be encouraged, and successes in imnoration 
es and undernges must be viewed in |. and providing more attractive service to the using public would be re- 
Sees wo ce a warded by increases in both routed and unrouted traffic. (Under the 
es, und have cendhecy Feed : present quota system, increases in routed tra‘ic have negative etfects on 

‘ wnrouted traffic.) However, it is essential that tolls generated from 


dA could never approach this position. eae : Ee. : } 
iline system. RCA voluntarily gave up {* messages originating within the gateways be excluded in calculating 


Abhi yin tinge Ae bob jou se + the amount of total routed traffic for each carrier so as to avoid undue 
ces, saga : Pee : : 
M4 oS oe ~ preferences to the three larger U.S. international recerd carriers result- 


mal trafic and diminishing nurouted ace 
htial Area C trafic for which it never |, Og from their favored gateway status. The suggested manner of 


gan to hare bythe WU enters! {© handling unrouted outbound troffic has the advantages of simplicity 
ways and hinterland, and WI! 4% and equity. It also provides for automatic updating of the percentage 
hare defi TT’ Se ee : z 

deficits. ITT's position ignores 9" distributions annually. Furthermore, this method would not be affected 


led to establish a cause and effect reln- : 1 hi 4 
inhibited by the Formula. With rezant | by any changes in gateways, or hinterland direct access that the Com- 


CA nor a price for unanimity on tie |} Mission might make in the future. 

did not oppose it in 1943, and ROA J : ‘ 
rom ITT. Since RCA haz 4 anhstantivl x: CPL.—CPL opposes the ITT proposal with respect to unrouted traffic dis- 
nid to have been compensnted for fle *% tributed to Canadian carriers, arguing that it would violate Section 202(e) (1) 
hednie B. In summary, ITT’s approach = in that CPL had an exclusive contract with Postal Telegraph, assumed by WU 
he public Interest ecousiderations reeng- * after merger, under which CPY, received unrouted trafic to Australasia and the 

1843. RCA, with the heaviest deficit. = British West Indies, and, {ao return, transferred to Postal all inbound traffic 
lem is one of not having a methed to = from these areas to routes served by Postal. It states that the Commission, in 
st recognize and account for them. ITT ‘< adopting the Formula, agreed that WU should continue to transfer to CPL suffi- 

i : ciedit outbound traffic to these areas to maintain its percentage share in total 
ly possible Formula revisions should he * routed and unrouted traffic to these points. The memorandum of understanding 
* adopting the centract is still in existence, having been periodically renewed. so 


arriers, using Section X : 
ed I of the For * that CPL’s preexisting contract rights prevent the ITT proposed chauge. siore- 


Formula Committee. 

hs formal hearings CT fete pi " over. equity conid militate against a change, since CPL ttansfers traffic to WU. 

p it is preferable to explore them !u the ” In addition, statements made by the Commission in its decision in the Formula 

g in detail. and there is a question as to < in 1943. snpport continuance of the quotas. 

Warrant a Section 222 proceeding. In = CYR.—This. Canadian company also opposes the ITT proposal and takes ex- 

es and gateway city charges should be “ ception to the statement that any pre-merger contract with WU or Postal Tele- 
graph can be now deemed to hare heen fulfilled. It belferes the contractual 
. obligations of WU are subsisting in law, and that its right to a quota continues 
~ $3 F.C.C. 2d 
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woe 


subject to the same protection as those of other international carriers. la fie i : a 

alternative, it suggests that if the present Formula requires revision, any usw think 

Formula should not liquidate deficiencies without some compensatory equitable a ‘ 

provision being made in favor cf the carriers in a deficiency positon. date 
9. In response to the more recent comments, ITT points out that mt : 

Commission has never reviewed the Formula, and asserts that none o/ Farin) 

the commenting carriers has pointed out a good reason for delay x yeiy 

states that, although it had suggested specific remedies, it does not con abit 

tend that no other remedy would serve the public interest. It question: EB 

the feasibility of the WU suggestion that all traffic be routed, (thou, bake mos 

it states that this is an ultimate objective or a reasonable objective), u ay 

view of the effort required to educate the public, and the tendency of =f party 

WU employees to treat a specification of “1VU” as a routing via WUI une 

It believes that TRT’s proposal is more viable, insofar 1s it suggests 

that unrouted traffic be allocated in proportion to routed traiic. It 

characterizes the responses of others as obstructionist or dilatory. ITT 

says that the CPL-WU memorandum of understanding was extender 

without consideration by the Commission; that the overages and de 

ficiencies referred to by RCA illustrate the need for a new Formula and 

do not represent commitments or obligations of any carrier; and tbat 

the WUI suggestion, that free direct access and additional ‘gateways 

require prior resolution, is without merit. 
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10. The formula presently in effect was prescribed by us in 1943. 
While we believed at that time that the formula reasonably fulfilled 
the Section 222(e) (1) requirements, we have recognized that it might . 

+} : : - desira 
become outmoded vith the passage of time. In fact, at the time we ap- oar yee 
proved the divestment proposal of WU and American Securities Corp. eu 
we noted that gr 

; 1k 

{dJuring the period since [the merger], it has always been at lenst {mpilcit in other 
our administration of the formnuia that, in addition to being a device for an 
equitable distribution of outbound traffic, handled by [WU], among the Inter gestec 
national carriers, the formula as now written is an interim document designed to the 
to provide protection to the other international carriers against any favoritivm F subini 
on behalf of [WU’s] cable system so long aa such system is part of Western @ 
Union. 30 F.C.C. 323, 373-4 (1961). 

In that cn ceeding we did = asap amendments to the formula to 
reflect the fact that thereafter WUI (the divested WU cables division) 
would be an independent IRC with no connection to WU. However, suant 
sines we noted that we had not been asked to overhaul the basic struc- tribut 
ture of the formula, we left that question to an appropriate proceeding. § este 
The matters set out in the instant petition and responses thereto, raise or not 
@ substantial question as to whether the formula has kept pace with which 
the developments in the industry since 1943. We agree that it is time. ’ 16. 
some 30 years later, to re-evaluate that structure in light of present fhereiy 
realities. While we included this subject in Docket No. 19660, to be 70 
considered along with other matters, it appears that, at this time, 4 nBe 
more intensive analysis should be given to the formula and possible (2) 
revisions. Accordingly, we are instituting a special investigation into 2 assi 
this matter. eee 

, t 
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11. While we agree that the formula needs to be re-examined. we 
think that our inquiry should be broader than that requested in the ITT 
petition. Both TRI and WU have made alternative proposals which 
‘appear to us equally worthy of further consideration. Other interested 
parties, in view of our desire thoroughly to explore the question of 
formula revisior, may wish to offer other proposals for our considera- B 
ition at this time. So that the resulting revisions may best serve the ¢ 
public interest, we believe that, consistent with an expeditious resolu- 
\on of this matter, we should consider all] relevant views. We intend, 
itherefore, that the investigation ordered herein should explore the 
' whole matter without being tied to the proposals and views of any one 


arty. 
‘ iS We note that ITT has acknowledged that its own views are not 
necessarily the only ones which will serve the public interest. ITT 
|may well wish to review further its announced position in view of 
the alternatives advanced by the other parties. Some of the parties 
‘herein withheld comment on the merits of the ITT petition pending 
‘farther formal action. Moreover, the parties have not commented on 
ithe WU or TRT proposals, which were submitted in nse to the 
letter of May 25, 1973, from the Chief, Common Carrier Bureau. | 

13. Under these circumstances, the most expeditious course is to 
‘have the interested parties submit detailed and explicit written posi- 
\tons setting out the facts and other considerations (legal, policy. etc.) 
which are relevant to a decision on the several issues presented by the 
‘pleadings. We shall provide for responses thereto and replies. We 
\believe that this proceeding is an appropriate one for the application 
jof this approach. To the extent that an oral hearing is necessary or 
|desirable, upon review of the submissions indicated above, we shall, 
of course, consider an appropriate request by any party, or take action 
on our own motion. 

- 14. We have réferred above (paragraph 11) to the possibility that 
other parties may wish to propose changes in addition to those sug- 
gested by ITT, TRT, and WU. Should tts be so, any such baad may, 
to the extent it believes our order herein otherwise precludes such 
submission, request an appropriate amendment of such order. 

15. Accordingly, IT IS ORDERED, pursuant to Sections 4(i), 
4(j), 201, 222, and 403 of the Communications Act of 1934, That an 
investigation 1s hereby instituted to determine whether the distribu- 
tion of telegraph message traffic under the formula prescribed pur- 
suant to Section 222(e) (1) of the Communications Act for the dis- 
tribution of outbound international message traffic handled by The 
Western Union Telegraph Co. is unjust, unreasonable, or inequitable 
or not in the public interest and, if so, the nature of the amendments 
which the Commission should make thereto; 

“16. IT IS FURTHER ORDERED, that the investigation ordered 
rein shall include inquiry into the following issues: 

(1) The exact manner in which the distribution of traffic {s presently being 
made, broken down by carrier, category of traffic, and areas and sub-areas. 

(2) The nature, extent and reason for the existing overages and deficiencies 
in assigned quotas. In this connection, each carrier shall present full data with 


Tespect to its overages or deficiencies, by area and sub-areas, as of each rear-end 
for the ten (10) yeurs ending December 31, 1972, and an estimate for the year 
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ending December 31, 1972; as well as the totals, by area and sub-area, since 
distribution began under the formula. 

(3) The present defects in the formula, pointing out with specificity the effe 
of each claimed defect not oaly on the respondent, but also on other inrerna- 
tional record carriers and on the quality of service provided to aud the rates 
charged the using public. 

(4) The specific amendments which should be made to the formula to remors 
each sach defect, the effect each such amendment will have on respondent 
other international record carriers, and on the quality of service provided 
and the rates charged the using public. 

In answering issues (3) and (4), attention should be directed * 
proposals of ITT, WU, and TRT. Responses a ad replies will, of course, 
also be directed to any new matter which may be raised in the uot ial 
statemients filed pursuant hereto. 

17. IT IS FURTHER ORDERED, That, to the extent provided 
for herein, the petition for rulemaking filed by ITT World Commu- 
nications Inc. IS GRANTED and is otherwise DENIED in all 
respects; 

18. IT IS FURTHER ORDERED, That ITT World Commun 
cations Inc., RCA Global Communications, Inc., Western Union h- 
ternational, Inc., TRI Telecommunications Corp., The French 
Telegraph Cable Co., The Western Union Telegraph Co., Canadian 
Nationa) Railway Co., Canadian Pacific, Ltd., and United States- 
Liberia Radio Corporation are hereby made parties respondent to the 
investigation instituted herein ; 

19. If IS FURTHER ORDERED, That the International For- 
mula Committee, including its staff the International Quota Bureau, 
is hereby made a party respondent for the purpose of furnishing such 
informati-a that it may have within its “aegemaiy or knowledge con- 
cerning the operation of the formula that may be required by the 
Commission for the resolution of this matter; 

20. IT IS FURTHER ORDERED, That the following procedures 
will be followed in this investigation: 

(1) Respondents shall file, and other interested persons may file, within sixty 
(60) days of the release of this Order, statements of fact and memorandums 
of law relative to the issues set out herein ; 

(2) Responses to {nitial statements skall be filed thirtr (£0) days after the 
statements are due, and replies to such responses shall be filed within fifteen 
(15) days after the filing of responses ; 

(8) All statements filed by a respondent, or other {interested persons, sba!! 
be serred upon all other respondents and all further pleadings shall be served 
on those respondents and all other persons filing statements herein; 


21. IT IS FURTHER ORDERED, That the Commission will 
make such further orders herein as are necessary or desirable. 
Feprrat Cosmrunications Cosrcission, 
Vixcent J. Mutirss, Secretary. 
We do not. howerer, think that a resolution of the issue raised br ITT with respect to 


redefining foagnags concepts is a prerequisite to revision of the formula and do not propose 
to address it in this proceeding. 


43 F.C.C. 2d 


oe vate’ Sa ele 


see TES ce - 


‘ 


eet at Agta. 


¢ 


sh UEP legen ee 


bob PIE. #47 8 


4 YA) 


ig wt NOs 


glial dy al 


a Sie m7 TN : vs Ving i, yank al 
os ey, oe esa ae “t= ee von 
Bt Prd Dae ORS ian IE 


x x 
o 4 Teage 
wy taal gig 


BR 


102 


bmission Reports International Record Carriers’. Communications 995 
terest of a cable television 

n whose predicted Grade B ‘ FCC 74-565 
service area of such system. BEFORE THE ; 

bes, adopted June 24, 1970, 

7,23 FCC 2d 816. FEDERAL COMMUNICATIONS COMMISSION 


é@ provisions of Section 1071 si = 
P m Wasutnoton, D.C. 20554 


et my hand and seal this — en ihe Wasa al 

Internationa Recorp Carnrens’ Score or 
OreraTions IN TIE ConTrNentau Untren| Docket No. 19660 
Srates, Incuuprxe Posstatr Revistoxs =| RM-690 


CATIONS CosMissioN, 
J. Meuiovs, Secretary. 


€ 


THE Forsrcua Presckisep Unpner Srcrion 


| 
¢ 


* 209 or TI1F ComarunicatTions Acr 

x 

. MMesroranpcst ONINION aND Onpver 
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3 

~ By tre Coxanssiox: CoanmsstoneR QUELLO NOT PARTICIPATING. 


1. By Memorandum Opiaion and Order (Order) in the above-cap- 
tioned aiatter released November 26, 1973, 43 F.C.C. 2d 1174, we insti- 
tuted an investigation to determine whether the distribution by The 
Western Union Telegraph Co. (WU) to the international record car- 
riers (IRC’s) of outbound international message telegraph traffic 
under the formula prescribed pursuant to Section 222(e) (1) of the 
~ Communications Act is unjust, unreasonable. or inequitable or not 
in the public interest an? whether the Commission should prescribe 
any amendments to suc! © -mula. The Commission has before it for 
consideration letters, all .ted March 11, 1974, from RCA Global 
Communications, Inc. (RUA), Western Union International, Inc. 
(WUI), TRT Telecommunications Corp. (TRT), and ITT World 
Communications Inc. (ITT) which sk an interpretation of our 


tly Bb nt 


‘i s, November 26 Order. RCA replied to the ITT letter on March 27, 1974. 
3 _ 2. In the above Order, we designated for investigation the following 
5 issues: 
i (1) The exact manner in which the distribution of traffic is 
. presently being made, broken down by carrier, category of traffic, 
# and areas and sub-areas. 
¢ ?) The nature, extent and reason for the existing overages 
= and deficiencies in assigned quotas. In this connection, each carrier 
$ shall present full data with respect to its overages or deficiencies, 
Kz by area and sub-area, as of each year-end for the ten (10) years 
* ending December 31, 1972, and an estimate for the year ending 
r December 31, 1973 ; as well as the totals, by area and sub-area, since 
¥ distribution began under the formula. 
x (3) The present defects in the formula, pointing out with 
H specificity the effect of each defect, not only on the respondent, 


but also on other international record carriers and on the quality 
of service provided to and rates charged the using public. 

(4) The specific amendments which should be made to the 
formula to remove each such defect, the effect each such amend- 
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ment will have on respondent, other international record carriers, 
and on the quality of service provided to and the rates charged the 
using public. ° 
We also directed the parties to fle with us, within 60 days of | 
‘release of the Order, statements of fact and memorandums of law 
tive to the designated issues, which would set forth their respect 
positions on the defects in the formula, if any, the need for amet 
ment, and any recommended changes. 

3. The present request arises from s series of meetings between 
IRC’s, WU, and the staff which were convened at RCA’s request 
discuss RCA’s contention that certain statistical data called for v 
issues were unavailable.’ After discussion, the parties appear to have 
agreed upon 3 plan whereby WU would collect the desired data and 
the participating IRC’s would bear equitably the costs of the stuly. 
Some parties, most notably ITT, object to the delay in filing carrer 
cornments which the proposed study will entail. By letter of April 11, 
1974, WU stated that it can develop the computer program needex! +! 
the study in about two months and will be prepared to gin collecting 
data on July 1. ITT stated that while the data in question woul 1 be 
helpful, it did not believe they were necessary to respond to the issues 
and that the delay woutd cherefore be unjustified. 

4. Both RCA and WUT urge the necessity of the proposed study 
before the parties can respond to the issues. They argue that the iss 183 
require a statistical analysis of the manner in which international 
message traffic is present] distributed under the formula, broken 
down by carrier, area, an sub-ares. The carriers say they lack the 
data to make these analyses because the data supplied by the Inter- 
national Quota Bureau (IQB)? are incomplete, in that they do not 
include any figures for messages transferred by WU to en IRC who 
is entitled under the formula to all unrouted traffic to a particular 

int. Further, they contend that the IQB data which do exist are 

istorted and thus unreliable. In support of this contention, RC- 
cites WU’s practice of treating messages fled with a WU central 
telephone bureau as hinterland traffic even though the originating 
customer is located in a gateway city. Also, WU does not differentiate 
between routed and unrouted messages filed in those WU public offices 
which, under the formula, constitute WUI public offices. Finally 
RCA noirs that there is a discrepancy between the IQB figures and 
the totais the IRC’s report in the annual reports filed under Sec- 
tion 48.61 of the Commission’s Rules. The pro sed study is neces- 
sary, they say, to provide accurate data from which to determine the 
effects on 2 given carrier of proposed changes in the formula. They 
contend that because of the hearing requirement in Section 222 (e) (3) 


(subject to - : Luding 
arty to this pro f within 
information supp) 


47 F.C.C. 24 


Ca SL eS Sees 


, 


4 uot Se Mal ety eet 


>-¢* % 


é 


Nga ate ty 


ion Reperts 


mational record carriers, 
ind the rates charged the 


within 60 days of the 
pmorandums of !aw rela- 
forth their respective 
ny, the need for amend- 


mof meetings between the 
ned at RCA’s request to 
pal data called for by the 
@ parties appear to have 
lect the desired data and 
y the costs of the study. 
he delay in filing carrier 
il. By letter of April 11, 
uter program needed for 
pared to begin collecting 
ta in question would be 
to respond to the issues 


y of the proposed study 
hey argue that the issues 
in which international 
fer the formula, broken 
marriers say they lack the 
2 supplied by the Inter- 
lete, in that they do not 
# by WU to an IRC who 
ed traffic to a particular 
data which do exist are 
pf this contention, RCA 
miled with a WU central 
though the originating 
'U does not differentiate 
those WU public offices 
if public offices. Finally, 
een the IQB figures and 
reports filed Egg! Sec- 
roposed study is neces- 
D which to determine the 
wes in the formula. The 
ent in Section 222 (e) (3) 


pticipated, while the others, wha 


S Formula Committee (IFC) and 
body composed of representatives 
was given the responsibiity for 
ommission). The IFC. including 
purpose of providing data within 
have been fied with the Commis- 


v Liatcah te Loreto Pte 


c SEE Ee A ay IE AF ER RE 8 oh RE. IP IB RN Gt ts TS MEY RE Bie Ph MIE ER ON TT 


eae, 


+ he Re ot 


WAS aD Ey 


Ww. Pe BATS TRS a4 


a 


~ By Neat Nes By ra Tt hth 
Se fess 9 2 by: ie > . ae 
eg es expe red Pacey 
° oie Sti, Basne Hio 3 7 


International Record Carriers’ Communications 


of the Act, the Commission cannot lawfully change the formula 
without information on such effects. 

5. ITT and TRT, won the other hand, take the position that the data 
which would result from the proposed study are unnecessary to re- 
spond to the issues and therefore object to the substantial delay which 
would be occasioned thereby. ITT contends that the issues do not 
require statistical analyses and that a qualitative approach would 
equally be appropriate. ITT does not contend that the Commission 
should ignore the quantitative effect of proposed amendments, but that 
such a determination is not a pre-requisite to cxrrier responses. If the 
Commission wants the data on quantitative effects for its own con- 
sideration of the formula question, ITT believes it should direct the 
parties to conduct the study but it contends that the Commissio 
rather than the parties, should perform the analysis. The study coul 
thus be conducted parallel in time with the oe of the carrier 
responses and substantial delay would be avoid Soy 


DISCUSSION 


6. The dispute considered herein arises from language in the desig- 
nated issues which requires the parties to include certain statistical 
information with their comments. In framing the issues, we had as- 
sumed that an ample data base was readily available and that there 
would, therefore, be no problem in providing the requested informa- 
tion. Apparently, we were in error. 

ur purpose was to elicit specific details of present and past 
distribution of traffic under the existing formula, or anticipated dis- 
tribution under a revised formula, to assist us in a quantitative, as 
distinguished from a qualitative, evaluation of the present forniwula: 
and of any proposed revisions. While it may be that such quantitative 
evaluation is not essential under Section 222 (e) (3), it could be helpful, 
at least, to our understanding of the degree to which problems existed 
in the present formula, and the extent to 
result in a redistribution of traffic. ne 

8. We think, however, that the proceeding can move ahead at 
this time on the basic qualitative questions, without prejudice to any 
respondent, and that the proposed WU study can proceed concur- 
rently. As we stated in our November 26 Order, the gravaman of 
the ITT petition is that the quota system basic to the formula has 
been overtaken- by events since 1943, so that present institutional 
and policy considerations require that the formula be revised. The 
others interested in the matter have previously commented in a vein 
which did not rest on precise quantitative analysis. We think that. it 
would be most efficient for the parties now to address the issues usi 

such statistical documentation as may be available‘ from the IQB data 
as well as such additional data they may have in their possession. 
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e earliest possible time.‘ 
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the ‘ok and to supplement the comments filed in accordance with 
er. 


fter; 
FURTHER ORDERED, that The Western Union Tele- 
shall conduct 2 study of outbound international] mes- 
ing three consecutive one- i i 
n by the parties at the 
ith the Co 


14. IT IS FURTHER ORDERED, that upun filing of the com- 
Pleted study, we will take such further action and issue such further 
orders as will then appear appropriate. 

Frorran Cosmrunxicattons Cosranssion, 
Vixcenr J. Muuxe, Secretary. 
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RM-690 


International Record Carriers' Scope 

of Operations in the Continental 

United States, Including Possible 
Revisions to the Formula Prescribed 
under Section 222 of the Communications 
Act 


ae ae a eS 


MEMORANDUM OPINION AND ORDER 


ener 


Adopted: May 28, 1975 ; Released: June 6, 1975 


By the Commission: Commissioners Hooks and Washburn absent. 


1. By Memorandum Opinion and Order (First Order) 
released November 26, 1973, in the above-captioned matter, 
43 F.C.C. 2d 1174, we instituted an investigation to 
determine whether the distribution by The Western Union 
Telegraph Company (WU) to the international record 
carriers (IRC's) of outbound international message tele- 
graph traffic under the formula prescribed pursuant to 
Section 222(e)(1) of the Communications Act, 47 U.S.C. 
$222(e)(1) (1971), is unjust, unreasonable, or in- 
equitable or not in the public interest, and whether 
the Commission should prescribe any amendments to such 
formula. We further required that the parties 
respondent named therein file statements of fact and 
memorandums of law (comments) relative to the issues set 
out in our First Order. See*43 F.C.C. 2d at 1181-2. 


2. Following the release of our First Order, and 
prior tthe filing of the parties’ comments, a controversy 
arose among the parties respecting an interpretation of 
the issues designated in our First Order. These questions 
concerned whether a study of the traffic distributed 
under the formula, which could be performed by WU, was 
necessary to address one or more of those issues; and, if 
so, whether the comments o& the parties respondent should 
be postponed until such study had been completed. At 
the request of the parties we addressed those questions 
by Memorandum Opinion and Order (Second Order) released 


< te ereens weer newe ems n - 


eee 


June 10, 1974, 47-F.C.C. 2d 225. Therein, we 
determined that the WU study was appropriate and . 
necessary to our full consideration of the issues 

in this proceeding and directed that WU should conduct 
a census study of all outbound international message 
traffic (both routed and unrouted) handled over its 


‘lines covering three consecutive one-week periods. 


See 47 F.C.C. 2d at 228. The study was to be performed 
on behalf of the interested IRC parties, and WU's 

costs for performing the study were to be borne by 
those IRC parties in such proportions as they should 
mutually agree upon. 1/ 


3. On the question of postponement of filing 
of comments required by our First Order, pending 
completion of the traffic study, the Commission deter- 
mined that without prejudice to any respondents the 
proceeding could.move ahead on the basic qualitative 
questions raised by our designated issues. Therefore, 
we ordered that initial comments be filed within three 
weeks of the release of our Second Order, 2/ with the 
WU study proceeding on a parallel and concurrent basis. 
We also expressed our intent, upon completion of the 
WU study, to make provision for the parties to file any 


- Necessary further comments, both respecting the study 


itself and to supplement previo. ly-filed comments. 


4. The Commission has now received the data from 
WU provided by the study; which study, we note, covered 
thirteen consecutive one-week periods (from the week 


07 


ending December 7, 1974 through March 1, 1975, inclusive) 


although our Second Order required only a three-week 
study. WU also represents that these data have been 


tee 


i/ The parties, independent of the Commission, reached 
agreement among themselves and entered into an 
agreement with WU respecting the performance, timing, 
and cost of the subject study. 


2/ This date was extended to July 8, 1974 at the un- 


opposed request of one of the parties. Subsequently 
responsive comments were filed on August 15 and reply 
comments on September 16. 
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furnished to the interested IRC's and to the 
International Quota Bureau (IQB). Therefore, it now 
appears appropriate for the Commission to consider the 
question of further comments from the parties respecting 
the WU study. 


5. We note that several parties in their 
initial comments reserved a position on one or more of 
the issues designated in our First Order, pending 
receipt of the WU traffic study data. Our Second Order pro- 
vided that the parties could supplement the comments we 
therein required them to file upon receipt of the study results. 
See 47 F.C.C. 2d at 228. We have not received from the 
parties any request for further direction, but we believe 
that the most expeditious course is for us, on our own 
motion, to establish procedures for the filing of | 
additional comments relative to the WU study and the 
results thereof. 


6. Since the parties already have substantial 
background and expertise concerning the basic issue of 
this proceeding and the factual considerations germane 
thereto, and since the data for at least the first three 
study weeks--the study period required by our Second 
Order--has been available to the parties for analysis for 
several weeks, we are of the view that a period of four 
weeks from the release of this order will be adequate 
for further analysis of this data and preparation of such 
additional comments as the parties may wish to file, 
addressed to the WU study and to supplement their responses 
to the issues in this proceeding. 


7. Accordingly, IT IS ORDERED that supplemental 
comments addressing the issues designated in the 
above-captioned proceeding, respecting the study of out- 
bound international telegraph message traffic conducted by 
The Western Union Telegraph Company and the results of 
such study, may be filed by any party respondent on or 


before July 16, 1975. 


8. IT IS FURTHER ORDERED, that parties filing 
supplemental comments may file reply comments to such 


eqn nme een emene + SR 


a 
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supplemental comments on or before July 31, 19754+and 


9. IT IS: FURTHER ORDERED, That on or before 
July 16, 1975, the IRC parties shall provide data to 
all interested parties an? the Commission with respect 
to outbound international telegraph messages handled ‘ 
by each such IRC over its own collection facilities . he 
or filed directly with them by users over domestic : 
‘communications networks (direct access) for at least i 
the three consecutive one-week periods fcr which The | 
Western Union Telegraph Company was ordered to gather 
data in the above study. | 
t 


FEDERAL COMMUNICATIONS COMMISSION 


Vincent J. Mullins 
Secretary _ 
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Before the 
FEDERAL COMMUNICATIONS CCMMISSION _ FCC 76-192 
Washington, D. C. 20554 39605 


In the Matter of 


INTERNATIONAL RECORD CARRIERS’ SCOPE OF 
OPERATIONS IN THS CONTINENTAL UNITED 
STATES INCLUDING POSSIBLE REVISIONS 
TO THE FORMULA FRESCRIZSED UNDER SECTION 
222 OF THE CCIMUNICATIONS ACT 


Docket No. 19660 
RM-690 


fet Oe 8 Ow 


ORDER © 


reenemnraten 


Adopted: February 26, 1976; Released: March 5, 1976 


By the Commission: Commissioner Hooks and Quello absent. 


1. On January 7, 1976, we issued a Report and Order ard 

Notice of Proposed Rulemaking in the above-captioned matter, FCC 75-1450, 

FCC 2d . in which we (a) found the formula governing distri- 
bution by The Western Union Telesraph Co. (WU) azons the international 
record carriers (IRCs) of outbound unrouted internaticnal cessage tele- 
gravh traffic (international fersula) which we had prescrited in 1943 
pursuant to 47 0.5.C. S222(e)(7) (1977), is undust, unreascn2tle, Snescit tatle 
and not in the public interest, (b) instituted an inquiry isto the legal, 
economic and operational implications of placing distribduticn of such 
traffic on the basis of require? customer routings 1/ and (c) pending 
outcome of the above inquiry. prescribed an interin distribution of out- 
bound traffic (interim forzula) to become effective upon repeal of the 
present international formula on March 1, 1976. 


2. The Comaissicn has before it for consideraticn the fol- 

lowing petitions and motions, addressing the above Report ard Order: 
(a) A Petition for Reconsideration filed by Western Union 
International, Inc. (WUI) on February 11, 1975, seeking, 
inter alia, postponement of the effective date of the 
interia formula until January 1, 1977; 


(>) A Petition for Stay filed by RCA Global Cosmunica- 
tions, Inc. (RCA) on February 11, 1976 seeking a stay 


iP, Our action herein will not affect that inquiry or the timetable for 


its prosecution set forth in the above Report and Order. 


AktL 


ode - 2 


pending review of our Report and Order in the Court of 
Appeals; 2/ and : 


(c) A Motion for Extension filed by WU on February 19, 
1976 seeking extension until March 21, 1976 of\the date 
for implementing the interig formula in which wu States 
that it needs the extra time to complete modifications 
of its facilities and the augmenting and training of 
its personnel necessary to implement the interim 
formula. 3/ 


3. Under our rules, the filing of a petition for reconsidera- 
tion does not itself Suspend the effectiveness of a Comaission order for 
which reconsideration is sought. See Section 1.429(k) of the Corai s- 
sion's Rules, 41 F.R, 1286, January 7, 1976, Eowever, in the exercise 
of our discretion, we believe that the public interest will be best 
served by Staying the e fectiveness of our January 7 Report and Order 
until we have resolved the matters raised in the above petitions. In 
the first instance, we believe that WU has justified its request for 
additional tine to prepare for implementing the interin formula and that 
the three-week period requested is reasonable. 4/ Beyond this, moreover, 
we believe that a Stay will be conducive to the orderly resolution of 
tke ferzula matter. ry their resvective petitions, both BCA Eat 


raise Specific challenges to our Report and Order which, because of the 


27) RCA filed on February 13, 1976 a Petition for Review with the United 


States Court of Appeals fer the Second Circuit, RCA Global Communics- 
tions, Inc. v. FCC, Docket No. 76-4054, in which it seeks reversal 
of our January 7 Report and Order. : 


ay Although not so denominated, both the wUL and the WU requests for post-~ 
ponenent cf the effective date of the interia forsula procedurally 
amount to petitions for stay of our Report and Order and will be so 
treated. 


4/ In view of our action herein, however, we need not act on the WU Peti- 
tion at this time. If we have resolved the other matters discussed 
herein before March 21, 1976, there will be time to take appropriate 
action on that request. We expect WU to continue its preparations 
expeditiously so that it will be able to implement the interim formula 
without delay. 


5/ The RCA Petition for Stay was opposed by ITT World Communications Inc. 
and TRT Telecommunications Corp. Since we are deferring action on 
RCA's petition we need not consider the arguments of the cpponents 
until we consider that petition. 


common subject matter, we believe should be considered together. How- 
ever, because cf the notice and cnment provisions of Section 1.429(g)- 
(nh) of our rules, we will not be able to act on the WUI petition before , 
the March 1 effective date- Consolidated handling is particularly de-* 
sirable in the present instance because RCA has sought judicial review of 
our Report and Order. Since RCA raised essentially the same matters be~ 
fore us in its Petition for Stay as those before the court in its Peti- 
tion for Review, %e believe it important that the ecurt have the bene- 
fits of our consideration of those matters. Therefore, to allow wU addi- 
tional time for its preparation and facilitate orderly review of our 
Report and Order, we will stay the effectiveness of our Report and Order 
pending resolution of the WUI and RCA petitions- 6/ 


4, Accordingly. IT’ IS ORDERED, on our own notion, *hat para- 
graphs 63 and 65 of the above-referenced Report and Order and Notice of 
Proposed Rulemaking are hereby STAYED until further order of the Commis- 
sion. 


FEDERAL COMMUNICATIONS COMMISSION 


Vincent - Mullins 
Secretary 


6/ We are acting here on our own motion and do not express any opinion 

on the merits of those petitions. If, after we have completed our 

review, we should deny RCA’s Petition for Stay, we will allow it 
opportunity to seek a stay from the reviewing court. 


Before the ' ey 


FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


in the Matter of 
Docket No. 6517 
The Application for Merger of 

THE WESTERN UNION TELEGRAPH COMPANY 
and POSTAL TELEGRAPH, INC. 
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COMPLAINT 
of 
ITT WORLD COMMUNICATIONS INC. 
For Revision of the Formula for the 
Distribution of Outbound International Traffic 


ITT World Communications Inc. ("ITTCOM" or "Complainant"), 
by its Attorneys, files this complaint pursuant to §222 (e) (3) of the 
Communications Act of 1934, as amended, and respectfully alleges that 
the Formula for the Distribution of Outbound International Traffic 
handled by The Western Union Telegraph Company ("WU") as amended by 
formal Commission action!/ is unjust, unreasonable, inequitable and 


not in the public interest. Complainant hereby invokes the jurisdiction 


a Western Union Divestment proceeding 30 FCC 323 at 386 
(released March 6, 1961); 30 FCC 951 at 971 (Adopted June 1, 1961). 
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of the Commission to prescribe a Formula that will conform with the 


mandate of the statute.2/ 


ITTCOM; ASSOCIATED CARRIERS; AND FORMULA COMMITTEE 


ITTCOM, a Delaware corporation formerly named Mackay Radio and 
Telegraph Company, a common carrier subject to the Communications Act of 
1934, as amended, is a wholly-owned subsidiary of American Cable & Radio 
Corporation, in turn wholly-owned by Internat‘onal Telephone and Telegraph 
Corporation. It is one of the carriers in the “AC&R Group™ considered 
collectively as a single unit for quota purposes under the Formula (Art. II). 
The operations within the Continental United States of the other named AC&R 
carriers, All America Cables and Radix, Inc. and The Commercial Cable Com- 
pany are now conducted by ITTCOM following an internal corporate reorgani- 
zation for the purpose of simplifying the corporate complex of the AC&R 
communications operating system. Mackay Radio and Telegraph Company (Cali- 
fornia) was merged into Mackay Radio and Telegraph Company (Delaware) - 
now ITICOM - at year end 1943. 

Globe Wireless, Ltd. (Nevada corporation), a communications 
common carrier whose operations were interrupted during World War II, was 


ve 


not a party to the Formula. However, upor resumption of its service 


2/ Separate Report of the Commission (September 27, 1943) on Formulas 
for the Distribution of International Traffic - 10 FCC 184 at 197; "We do not 
intend, however, that our findings and conclusions on the subject at this time 
shall preclude us fromreexamining the matter at some future time, nor is that 
the intent of §222 (e), which specifically provides for review of the distri- 
bution of traffic in the future, upon complaint or upon the Commission's own 
initietive. Our conclusions at this time are necessarily a projection into 
the future based on evidence related to the past. Only continued experience 
under the formulas which we are now approving or prescribing can indicate to 
what extent future modifications may be required by equity and the public 
interest." 


whe 


post-war the Committee of representatives of the interested international 
carriers charged with the supervision of the operations of the Formula 
(Art. XI "Administration") established a quota for Globe Wireless within 
the framework of Article VI relating to reestablishment of telegraph com- 
munication. Globe Wireless was acquired by AC&R . 1960 and has been 
recently merged into ITTCOM. 

The Formula Committee provided for in Article XI has appointed 
a staff identified as the International Quota Bureau (1QB). This Bureau 
functions as the accounting arm of the Committee and also makes recom- 
mendations from time to time to WU for adjustments in the distribution 
of outbound unrouted traffic to the several sub-areas of destination to 


compensate for "deficiencies" in the fulfillment of "quotas". (Art. V (ii)). 


THE QUOTA SYSTEM 


In support hereof Complainant states: 

1) Ten years ago the then Chairman of the Commission characterized 
the Formula as "seriously outmoded"'3/ 

2) Continued perpetuation of the present Formula in the light 


of the corporate changes, the introducticn of new services anc the appli- 


“ow 


cation of improved operating techniques that have taken place during the 


3/ Former Chairman George C. McConnaughey: "If merger is not approved 
soon, this Commission must conduct formal proceedings to revise a formula 
adopted in 1943 prescribing the distribution of outbound telegraph messages 
among international carriers. This formula is seriously outmoded and has 
been the subject of numerous complaints to the Commission." -(Hearings in 
1955 on Independent Offices Appropriations for 1956: House Appropriations 
Subcommittee, 84th Cong. lst Sess. page 682) 
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past ten years “not only creates an anachronism'/but produces unjust, 
unreasonable and inequitable results. As the Commission said in the 
Divestment proceeding: "Artificial restraints, not justified on other 
grounds, appear to us to be inequitable. The ability of the carriers 
to obtain traffic should depend on the quality of their service, not on 
artificial restrictions imposed by the formula for the benefit of other 
carriers." (p. 374 of 30 FCC, par. 195). 

3) When approving the WU/American Securities Corp. plan for 
the divestment of WU's cable operations, and prescribing certain amend- 
ments to the Formula, the Commission noted that there was no proposal 
before it to change the besic quota system in the Formula governing the 
distribution of outbound international traffic by WU (p. 372 of 30 FCC, 

_ ~par. 187). However, in prescribing certain Formula changes to accommodate 
the divested company, Western Union International, Inc. ("WUI") the Com- 
mission noted that: "What will happen in the future will, of course, de- 
pend on the competitive efforts and the effectiveness of the carriers. 
That, however, will be the natural and proper result of operating in a 
competitive society." (p. 382 of 30 FCC, par. 214). Complainant strongly 
urges that after 20 years of Formula experience, and with WU Divestment 
now accomplished, the time has come for a major overhauling of the present 
Formula, including the basic quota system. 

4) The Formula established three basic geographical divisions 


of points of destinations: Area A (the Atlantic), Area B (Latin America), 


4/ Compare: WU Divestment 30 FCC 323 at 374, par. 194. 
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Area C (the Pacific) with sub-areas specified within each Area by countries 
or by groups of countries. The traffic is to be separated as between the 
areas of origin, namely, that originating in the so-called gatewey cities, 
and that originating in the hinterland. The Formula was intended to pro- 
vide, in general, that the international carriers (including Western Union 
Cable System) shall receive from the merged company (the survivor of the 
Western Union-Postal Telegraph merger) a sufficient number of unrouted out- 
bound messages so that che gross international tolls to be received by them 
from all out-bound traffic they handled to each geographical sub-area will 
accord with their proportionate share of such tolls in 1942. As respects 
traffic for countries that had been closed to communication because of 
the War ue quota base period upon resumption of communication is the last 
twelve months during which the international carriers normally handled 
traffic to the country or countries in question. The quota assigned for 
each of the major international carriers was intended to be satisfied by 
the combined volume of routed and unrouted messages transferred to each 
such carrier by the merged company, as well as by any messages which the 
international carrier itself originates over its own facilities. But 
there is an important and significant exception. Traffic originated by 
RCAC in the cities of New York, Washington and San Francisco, or from such 
origins filed with WU and routed RCAC, destined to Area A (Atlantic) and 
Area B (Latin America), does not enter into quota calculations for RCAC 
to these destinations. 

5) The carriers were concerned that Western Union Cables, in- 


tended to be treated as a separate independent international carrier, might 


ole 


exceed its quotas by virtue of its affiliation with the merged company. 
To guard against this possibility (but the provision was not 80 phrased 
as to be limited to Western Union Cables' excesses), the Formula provided : 
that if any carrier should (by virtue of specifically routed and self- e. 
originated traffic) exceed its quota in a particular category or categories, 
the merged company should withhold from such carriers’ quotas in other 
categories of traffic in order to balance the excess. This is the so-called 
equalization provision which the Commission Sienciiee an its Separate Re- 
port in 1943 (10 FCC 184 at 194 as follows: 
"Tt is, therefore, provided that if a carrier 
entitled to a quota in any category of traffic 
receives specifically routed messages in excess 


of its quota, it shall surrender to the other 


carriers serving the geographical sub-area in- a 
volved an amount of messages in other categories | 
to balance the excess. This provision is neces- : 
sary to require strict adherence to the instructions / 
F of the sender as to routing, but to prevent such ] 


adherence from destroying the effectiveness of 
a carefully balanced Formula for the distribution - 
of traffic. The provisions herein described are 
reasonable and proper, and should aid in the in- 
partial administration of the formula in the 
' public interest." 


6% As of June 30, 1964, the shares of outbound traffic which 
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ei, the various cacriers are to receive under the provisions of the Formula 
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are fantastically out of balance. Reference is here made to Exhibit my” 
annexed heratom The fact that extraordinary “overages” and "deficiencies" 
have occurred over the past 20 years can only mean that from the long range 
viewpoint, the Formula was incorrectly devised. And nowhere in the testi- 
mony at the hearings or in the Formula is it indicated how a deficiency 
which is continuous in nature is to be liquidated. Combining all overseas 


destinations to show a composite picture, the overall cumulative "overages" 


or "deficiencies" as of June 30, 1964 are as follows: 


OVERAGES DEFICIENCIES 
AC&R/G.iobe , ~ $15,085,129 - 
RCAC (Quota) - ($12,874,419) 
(Schedule B) . ( 11,658,562) 
WUL 11,653,096 
All Others ( 2,204,244) 


(including carry forward deficiency of defunct CPC) 


ane SOTH NOM REDO NASA 


TOTAL “ $26,737,225 ($26, 737,225) 


7) Since the quota percentages derived from the relative per- 
formance of the carriers in 1942, or earlier, apply generally to both 
routed and unrouted traffic (except as to RCAC for gateway traffic to 
Areas A and B) no unrouted traffic in the WU landlines pool will be available 
te a carrier if its quota is completely taken up in all categories by routed 


messages. To put it another way, the harder a given international carrier 


5/ RESULTS OF OPERATIONS UNDER THE INTERNATIONAL FORMULA FOR ALL 
INTERESTED CARRIERS FOR THE PERIOD OCTOBER 8, 1943 [when the Formula became 
effective} TO JUNE 30, 1964 IN TERMS OF GROSS INTERNATIONAL TOLLS OVER OR 
(SHORT) LOMPARED WITH QUOTAS. 


“7 
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works to have messages routed over its facilities by sender's "Via" the 
less likely it is to receive a share of the unrouted traffic which, what- 
ever the quantity thereot, will always be available from the WU landlines 
pool. But, as stated, to the extent that its quota is satisfied fully by 
routed messages, provisions for the division of unrouted traffic become 
academic in its case. 

8) Experience over the past 20 years under the Formula have 
produced many anomalies which the authors of the Formula certainly could 
not have foreseen. 

9) Two of the major carriers, AC&R and WUI, have gateway quotas 
to Areas A (Atlantic) and B (Latin America) but RCAC does not. In the 
absence of gateway quotas RCAC's quota "deficiencies" from the hinterland 
to Areas A and B earn unrouted traffic and are not reduced to any extent 
by gateway "overages". On the other hand, many of AC&R's - and WUL's - 
hinterland "deficiencies" which would earn unrouted traffic are either 
wiped out or reduced by gateway "overages". 

10) It is axiomatic in the international telegraph communi- 
cations business that the availability of traffic in one direction is 
an important souce to 4 carrier for developing a return flow of traffic 
in the opposite direction vere competitive forces can normally function. 
Without unrouted outbound traffic a carrier cannot explore and develop 
the market that produces such unrouted traffic or enjoy from the outbound 
unrouted traffic’ a participation in the return or inbound traffic which 
the outbound traffic generates. 


11) A recent study, based on message statistics for the year 


ots 
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1963, of one significant area where ITICOM is presently fortunate to enjoy 
100% of the unrouted traffic namely, Central America, disclosed that close 
to 40% of the total industry traffic from the U.S. hinterland is unrouted. 
Assuming that close to 40% of the industry traffic from the U. s. hinter- 
land to all overseas points is unrouted, it is estimated that only 26.287, 
of total unrouted traffic from the U. S. hinterland to all overseas points 
accrued to ITTCOM. 

12) As indicated above, a carrier is in an “overage” position 


when all of its "received" traffic (pickups and transfers) exceeds its 


quotas. This, however, does not apply to RCAC whose gateway traffic to 
Areas A (Atlantic) and B (ietin America), regardless of volume, are not 
reportable to the 1.Q.B. for inclusion in the computation of "overages" 
and "deficiencies". RCAC thus has an advantage assuming its gateway traffic 
represents greater participations than RCAC experienced in the base year of 
1942 or prior thereto. 

13) Basic quotas from the Continental United States to the sub- 


area United Kingdom and Eire - within the larger Area A (Atlantic) - were 


& based upon participations for the year 1942, as follows: 
AC&R 26.5% 
RcaAc .. 1.1% (gateway traffic excluded) 
WI 72.4% 
Total 100.0% 


Both AC&R and RCAC are “over quota" in traffic to the United 
Kingdom and Eire whereas WUI shows a substantial "deficiency" (Exhibit "A" 
annexed). As a consequence WU] receives ALL unrouted traffic from USA to 


this important sub-area. AC&R in refusing to be frozen at the very low 


abe 
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participation of 26.5% has competitively solicited for routed traffic and 
as a consequence has created "overages" which deprive it of any share of 
unrouted traffic to United Kingdom and Eire. 
14) Quotas from the Continental United States to "South America” 


were based upon participation for the year 1942, as follows: 


AC&R 61.0% 
RCAC 1.7% (gateway traffic exc luded) 
WuUL 37.3% 

Total 100.0% 


WUI receives ALL unrouted traffic from USA to “other South America" where 
it has a substantial "deficiency" (Exhibit "a" annexed). This is different 
from the case of United Kingdom and Eire above where WUI had the lion's 
share of traffic during the historic base year and is also receiving ALL 
unrouted traffic to that Atlantic sub-area. 

15) Considering the Pacific-Area C- where RCAC's self-originated 
or routed gateway traffic is part of quota calculations - basic quotas for 
the twelve months ended November 30, 1941 - Continental USA to Japan -are 


as follows: 


AC&R 33.5% 
RCAC 66.5% (gateway traffic included) 
“Total 100.0% 


WUIL is not entitled to unrouted traffic under the present Formula but is 
entitled to routed traffic which it solicits. AC&R, for Japan, on I.Q.B. 
records shows a cumulative "deficiency" of $849,714 and RCAC a cumulative 
"deficiency" of $2,657,610. WUI shows a cumulative "overage" of $3,173,679. 


Since both AC&R and RCAC show "deficiencies" for Japan, it 
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would appear that AC&R should receive some share of the unrouted traffic 
to Japan of whatever origin - gateway or hinterland. But this is not so. 
Recommendations by the I.Q.B. to WU for the distribution of unrouted 
traftic to Pormete sub-areas to which two, or more, carriers are "deficient", 
seek to maintain such carriers in proportionate “deficiency”. This relation- 
ship is ascertained, month to month, by dividing each carrier's cumulative 
"deficiency" in gross international tolls by the quota, the resulting 
quotient reflecting the month(s), or part thereof, by which each carrier 
is "deficient". This is the yardstick which prevents ITICOM from receiving 
some share of the unrouted traffic for Japan. Until adequately corrective 
measures are taken for distribution of unrouted traffic from the United 
States to Japan ITICOM can never hope to enjoy reasonable competitive 
equality with RCAC in the direction Japan to the United States. 
17) Complainant recommends that: 
a) All existing “overages” and "deficiencies" be 
cancelled. 
b) To any given destination, WU shall distribute 
unrouted outbound overseas and international 
traffic equally among the U.S. international 
carcters able to carry such traffic out of 
the country. 
c) As regards the Canadian carriers receiving 
outbound unrouted U. S. traffic for overseas 
destinations, any pre-merger contracts with 


WU or Postal Telegraph which gave rise to the 


aide 


assignment of quotas to such carriers 124 
(Sew rate Report: 10 FCC 184 at 192) can 

certs! ay be deemed to have been fulfilled 

over tie past 29 years. 

d) Without regard to the distribution of un- 
routed traffic, routed traffic shall be 
transferred by WU to the U. S. international 
carrier of the sender's choice if it can carry 
the traffic out of the country. 

e) Traffic designated as self-originated (or 
gateway pickups) by the U. S. icternational 
carriers shall have no relationship to the 


distribution of outbound unrouted traffic. 


SCHEDULE B OF THE FORMULA 
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18) Prior to the merger in 1943 of WU and Postal Telegraph the 
Cable Division of WU had used the extensive domestic landline system of 
that Company for the collection and distribution of its international 
traffic. The AC&R (ITT) Companies generally operated under exclusive agree- 
ments with Postal Telegraph. whereby they transferred all of their unrouted 
inbound traffic to Postal for inland delivery and received from Postal all 
unrouted outbound traffic originating with it. RCAC and Western Union 
(i.e., the landlines system) had similar exclusive arrangements for the 
exchange of transpacific radio traffic (20-year agreement commencing 


April 11, 1924). 


aid. 
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19) By Agreement dated September 22, 1931 RCAC was obligated 
to transfer to WU for delivery inland by WU all of its inbound traffic 
destined for points outside of New York, Boston, Washington and San 
Francisco. WU not only agreed to accept at its offices outside those 
cities messages routed RCA by senders and to transfer the messages 80 
routed to RCAC, but also to transfer sufficient unrouted messages to RCAC 
(out of those accepted by Western Union offices) to give RCAC an over-all 
ratio of 2 outbound messages for each 9 inbound messages received by 
RCAC and transferred to WU for inland delivery. Transpacific traffic was, 
of course, excluded from this arrangement. Although this quota of 2 for - 
9 included messages picked up by WU which were routed RCA, its obvious 
effect was that the more messages RCAC handed over to WU for delivery, 
the more outbound unrouted international traffic would (if necessary) be 
transferred to it by WU to help decrease the great discrepancy between 
RCAC's inbound and outbound traffic. 

20) RCAC in 1943 felt that it suffered a handicap and a com- 
petitive disadvantage in that it did not as one of the major international 
carriers have a domestic distribution system available to it similarly as | 
the other carriers. Since it turned over a much greater volume of inbound 
traffic to WU than it received outbound to Areas A (Atlantic) and B (Latin 


America) it insisted that unless due weight was given to this imbalance 


it would not agree with the other carriers on a Formula. Because of this 
situation and the existence of the 2 for 9 1931 contract, a special quota 


agreement was made between Western Union Cable Division and RCAC and 
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approved by the Commission (10 FCC at 190). Under this special 
agreement a substantial amount of available traffic is diverted from 

the Western Union Cables - now the divested company WUI - quotas to 
points in the sub-areas, Continental Europe and Beyond the Continent 
within the larger Area A (Atlavtic) to which communication was available 
in the base year of 1942. 

21) Schedule B states at the outset that it "constitutes an 
arbitrary compromise agreed upon by Western. Union Cables and RCAC", 
Schedule B obviously provides for the making of a substantial "gift" by 
Western Union Cables - now WUI - (through Western Union landlines), to 
RCAC, Clearly, it was the price paid for unanimity on the Formula sub- 
mitted to the Commission by the carriers. The AC&R Group did not receive 
similar special treatment. Even though the operations under Schedule B 
show that RCAC has substantial "deficiencies" to Continental Europe 
($3,605,347) and to Beyond the Continent ($8,082,451) - see Exhibit "A" 
annexed - there can be little doubt that the injustices or disadvantages 
which RCAC claimed from 12 years pre-merger operations under the 1931 
contract have been materially compensated for during the past 20 years 
of post-merger operations. RCAC is the only carrier which handles un- 
routed traffic for the sub-areas for which. quotas are allocated to RCAC 
from the WUI shares in accordance with Schedule B. Since current realities 
do not correspond to the historic situation, Schedule B is an anachronism 


and should be cancelled. 


oth. 
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GATEWAYS 


22) Section 222 (a) (5) in defining "Domestic Telegraph 
Operations” provides that nothing therein 

“wirkshall prevent international telegraph 
carriers from accepting and delivering 
international telegraph messages in the 
cities which constitutes gateways approved 

by the Commission as points of entrance 

into or exit from the Continental United 
States, under regulations prescribed by 


the Commission, and the incidental trans- 


mission or reception of the same over its 
own or leased lines or circuits within the 


continental United States". (emphasis supplied) 
Prior to June 30, 1942 RCAC an Mackay Radio maintained their own offices 


in several cities in the United States not only for the pickup and de- 
livery of overseas traffic but also for the handling of inter-city 

domestic communications. By Order of the Board of War Communications 

and as a war-time measure (for purposes of censorship) these carriers were 
required to discontinue operations in cities other than New York, Washington 
and San Francisco. Since these carriers conducted operations at the time 

of merger hearings in 1943 in only the three cities above named, such 

cities became identified or frozen as the gateway points wherein such 


carriers would not be required necessarily to rely on the pickup and 
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delivery facilities of WU for the handling of international traffic. 
Western Union Cables did not have a "gateway" position ee. Francisco 
but in the amendment of the Fornula in the Divestment proceeding, WUI 
was given "gateway" status in the main office of the merged company in 
San Francisco and one other office of the merged company located in the 
central business section of San Francisco in the general vicinity of the 
offices operated by AC&R and RCAC, to be designated by WUI (30 FCC at 387). 

23) Twenty years ago the domestic terminals (San Francisco and 
New York) of the radio or cable circuits of the major carriers were the 
points of entry or points of exit at which telegraph messages were handled 
in "hard copy" form. With the advent of new operating techniques in re- 
cent years - automatic switching - the point of entry or exit of a message 
in transmissible or deliverable form is or can be the point of destination 
or origin or an intermediate point in the hinterland, beyond the domestic 
terminals of the overseas cable or radio circuits. 

24) Complainant recommends chat, spon revision of the Formula 
to abolish gateway quotas and to distribute unrouted traffic filed with 
WU equally among carriers as hereinabove proposed, the specification of 
presently named "gateway" cities be not so limited as to exclude opportunity 
to the international sairtecs to establish new so-called "gateway" cities 
wherein they may establish their own offices for directly serving the public. 
It is recognized that in any such case the international carrier would file 
an application under Section 214 of the Act and undertake to meet the re- 


quirements thereof for extension of service to other points in the Con-. 


tinental United States. 
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The foregoing allegations with respect to "The Quota System", 
"Schedule 'B'" and "Gateways" as set forth in the Formula are not in- 
tended to limit the scope of the Commission's reconsideration and review 
of the Forma. It should be reexamined in its entirety and such remedial 
action taken as will produce a Formula that meets the statutory standards 


under present day conditions. 


Respectfully submitted, 


John A. Hartman, Jr. 
John F. Gibbons 
William A. Kelleher 
Edward J. Madden 


Attorneys for 

ITT WORLD COMMUNICATIONS INC. 
67 Broad Street 

New York, N. ¥. 10004 


Dated: New York, N.Y. 
November 25, 1964 
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$s Before the 
FEDERA’, COMMUNICATIONS COMMISSION ; 
Washington, D.C, 20554 i3f 


In the Matter of : 


The Application for Merger of 
THE WESTERN UNION TELEGRAPH COMPANY 
and POSTAL TELEGRAPH, INC. 


DOCKET NO, 6517 


STATEMENT 
of 
eo THE WESTERN UNION TELEGRAPH COMPANY 


GENERAL 
1) The Complaint of ITT World Communications Inc. 


(ITT) for Revision of the Formula for ? Distribution of Out- 


bound International Traffic (Formula) is divisible into two 


parts, the first dealing with the present quotas and with 
Schedule B, and the second dealing with the gateway cities. 


2) Since the divestment of its international opera-~ 


RS SON . — 


tions, Western Union's concern with this Formula, or with any 

revision thereof, is more limited than it formerly was. 

In broad outline, Western Union's present interest lies in: 
(a) ‘The establishment of provisions that are 


sufficiently clear and explicit so that 


mG SERRE 5 OUR A er gE EAT 


Western Union may readily determine the 


identity of the international carrier to 132: 


which to transfer traffic, routed and unrouted, 
and the means by which interpretations of the | 
Formula or disputes as to which carrier is 
entitled to traffic may be readily determined; 
and, 

(b) The establishment of provisions which do not 
adversely affect Western Union's position as 
the domestic or landline carrier of record 


communications. 


A. The Quotas and Scheitaie B (Paras. 1-21) 

3) Paragraphs 1-21 of the Complaint and the 
recommendations contained therein deal primarily with the 
rights of the international carriers to traffic to particular 
areas and primarily affect the international carriers, It 


is presumed that they will make their views known to the 


oP cana momen 


Commission. 
4) Western union! « primary interest here is in 
the establishment of clear and explicit procedures which will 
cover all problems relating to the distribution of interna- 
tional traffic in such manner as to enable Western Union 
safely to determine the identity of the carrier to which ie 


traffic is to be transferred. 


aQe 
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5) It is noted, however, that in Paragraph 17 there is 
no provision for the distribution to be made by Western Union of 
(a) international message traffic specifically “routed” via one of 
the Canadian carriers and (b) international message traffic which 
has been specifically "routed" via a United States international 
carrier which cannot carry such traffic out of the United States. 

6) If the Commission should determine that the publi: 
interest requires the revision of the Formula, then there should be 
appropriate provision covering the matters set forth in Paragraph 
5 above. 

7) Additionally, consideration should be given to the 
fact that from time to time there are changes in Western Union's 
operating procedures and methods brought about by modernization, 
mechanization or other means for the purpose of attaining greater 
efficiency in Western Union's own operations. When such does 
occur--or when other presently unforeseen contingencies evolve-- 
questions may arise as to which of the international carriers is 
entitled to inessage traffic affected by such happenings. In such 
event, Western Union shail not be placed in a position where 
disagreements between any of the international carriers as to 
routings, quotas, etc., should be permitted to affect, adversely, 
such plans as Western Union has for greater efficiency in its 
operations. 

8) It would be inequitable and contrary to the 


public interest to require Western Union either to forego the 
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making of such changes or, in the alternative, to interpret, 
at its own risk, the Formula and to distribute traffic in 
accordance with such interpretation thus leaving itself open 
to possible claims for liability in connection therewith. 

9) The ideal solution would be to procure the 
consent of all carriers to any interpretations that might be 
necessary. Cold practicality, inane. impels the conclusion 
that such procedure is unworkable except in isolated cases. 

It is necessary, therefore, that any revised Formula contain 
appropriate provision whereby such matters can be quickly and 


finally determined. 


B. The Gateways (Paras. 22-24 
10) ITT proposes that the Commission prescribe a 

revised Formula which will contain appropriate provisions so 
that "the specificaticn of presently named ‘gateway’ cities 
be not so limited as to exclude opportunity to the international 
carriers to establish new so-called 'gateway' cities wherein 
they may establish their own offices for directly serving the 
public." (Para. 24). In brief, ITT wishes to be able to 
encroach on the area cf domestic operations in the guise of 
the furtherance of international operations. 

11) But, since the merger of Western Union with 


Postal, the international policy has been that there should be 


a separation of the international and domestic fields. In 


en 


furtherance of that policy, Western Union has divested itself 
of its international. operations. The effect of the ITT 


recommendation is that the Commission permit, and indeed even 


encourage the encroachment of the international carriers into 


the domestic field by providing the means whereby the interna- 


tional carriers may open offices at such locations and in 


such hinterland cities as they may choose. The readily discern- 


ible purpose is to enable such carriers to scoop the landline 


haul. It is quite apparent, however, that the very policy 


which has required that the domestic telegraph carrier refrain 


from participation in the international field also requires 


that the international carriers refrain from participation in 


the domestic field. 
12) The position taken by ITT directly and adversely 


affects Western Union's landline operations and brings into 


play the second general principle referred to in Paragraph 


2 above. 


13) Over the years, the international carriers 


have vigorously opposed the continuance or the entrance of 


domestic carriers into the international record communications 


field and have steadfastly maintained that this field should 


not be subject to encroachment. To illustrate, the interna- 


le for the enactment 


tional carriers were largely responsib 
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of the divestment provisions in the merger legislation (Section ‘ 


222 of the Communications Act, 4s amended), They o” 2osed 
vigorously and successfully Western Union's attempt to extend 
its domestic telegraph service to the State of Hawaii 

and after years of persistent effort brought about a 
limitation on AT&T's participation in the international record 
field. 

14) As a result of these efforts, the international 
carriers have been successful in their efforts to keep the 
international record actinchgeutiiens field separate from the 
operations of the domestic telegraph carriers. But, surely, 
as a concomitant the domestic telegraph field must be kept 
separate from the operations of the international telegraph 
carriers. 

15) Over the years, Western Union has protested, in 
a variety of proceedings, against attempted encroachment. The 
Commission, on a number cf occasions, and most recently in an 
Order issued in connection with an Application of Mackay Radio 
ioe Telegraph Company, Inc., File No. T-C-1771, released 
April 30, 1964, Mimeo 50697, has stated that it does not find 
any support in statutes or decisions or rules or regulations 
of this Commission for 4 contention that Western Union is the 


sole domestic telegraph carrier. 


a 
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16) However, in the same Order, the Commission also 


stated: 


| 

| 

“IT FURTHER APPEARING, that since the Western 
Union Telegraph Company has been divested of its 
international telegraph operations, it is reason- 
able that such Company should not be subjected to 

| neroachment by the international telegiaph carriers 
on its provision of telegraph serv’ce between points 
in the United States and points in mexico that did 
not exist prior to such divestment; " 


17) Certainly, the policy so enunciated would 
militate against the establishment of additional gateway cities. 
Clearly, the sole purpose would be to establish offices in such 
cities in those locations where there was a concentration of 


business. To do so, would further drain off relatively profit- 


able segments of the business ar wuld still leave Western 
Union with the obligation of terminating business in those 
areas where the international carriers did not choose to serve. 
It is well known that volume is an important element in determin- 
ing the cost of originations and terminations, and to allow the 
selectivity sought by ITT is in derogation of the. .common 
carrier principles. 

18) Should the Commission determine that it is in 
the public interest to revise the Formula, Western Union 
recommends that such revised Formula contain appropriate pro- 


visions which would limit the gateway cities to the existing 


“yecogni.zed points of interchange between the domestic carrier 
and the international carriers, namely, New York, San Francisco, 
Miami, New Orleans ané Akron for the respective international 
carriexs presently operating in each of those cities; and which 
would further require the international carriers to divest them=- 
selves of offices independently operated and maintained in such 
cities and to utilize the facilites of Western Union for such 
terminal operations. In doing so, the Commission would be acting 
jin furtherance of the ee er which the international carriers 
themselves ae steadfastly maintained, i.e-. that there should 
be a separation of domestic and international telegraph opera~ 
tions. It would end, to a large extent, the presently prevail- 
ing practice of scooping the domestic portion of the interna- 
tional toll through the maintenance by the international 
carriers, of offices in areas where business is concentrated 

and it would provide a perfectly feasible means of operation 

by the international carriers. It will be recalled that at the 
ime of the approval of the merger of Western Union and Postal, 
and the prescription of the Formula, that there were “problems 
arising from uneconomic duplication of pickup facilities by the 
merged company and the international carriers," (10 FCC 184, 189). 
These problems have not disappeared with the passage of time. 
Further, in approving the Formula, the Commission stated that 


the quota provisions dirinish “the necessity for these carriers 
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“to build up additional facilities for the collection of 
their own traffic, in duplication of the existing facilities 
of the merged company. These Savings should contribute to 
a more efficiently and economically operated international 
telegraph system." (Id. at 191). 

19) The objective sought to be achieved by the 
Commission in 1943 has not been achieved. Nonetheless, the 
principles enunciated in 1943 are valid and it would be proper 
and consistent with the public interest to renew the attempt 


to achieve such objective. 


Respectfully submitted, 


JOHN H. WATERS, 
WILLIAM E. SEWARD, 


Attorneys for THE WESTERN 
UNION TELEGRAPH COMPANY, 
60 Hudson Street, 
New York, N.Y. 10013 


Dated: New York, N.Y. 
February 19, 1965 
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BONITA MILITELLO 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


In the Matter of 
THE INTERNATIONAL FORMULA 


Complaint for Revision of the Formula 
for Distribution of Outbound Telegraph 
Traffic Pursuant to Section 222(e) (3) 
of the Communications Act of 1934, as 
amended. 


Se de ed ed 


COMMENTS OF RCA COMMUNICATIONS, INC. 


In response to the Commission's letter of December 8, 1964, 


RCA Communications, Inc. (RCA) submits the following comments on the 


Complaint of ITT World Commnications Inc. (ITT) for revision of the 


International Formula for distribution of international message 
traffic.* 

The Forma was prescribed by the Commission in 1943 and amended 
in 1961, pursuant to Section 222 of the Communications Act of 1934, 


as amended. On each occasion the Commission found that the Forma 


* The reference to ITT World Communications Inc. herein also includes 
the American Cable & Radio Corporation and its operating subsidi- 
aries as that term is used in the Formula. 
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and the amendments it prescribed were just, reasonable, equitable 
and in the public interest. Separate Report of the Commission on 
Formulas, LO F.C.C. 184(1943) ; Western Union Divestment, 30 F.C.C. 
323, 951 (1961). ae 

The proponent of Formula revision. has ene ends of showing 


that the existing Formula is unjust, unreasonable, inequitable, and 


not in the public interest. Section 222(e} (3) of the Communications 


Act provides that before the Formula may be revised, the Commission | 
must find “after a full hearing . . that any such distribution of 
telegraph traffic among telegraph carriers ..- - which is being made 

© is. . - ee. unreasonable, or inequitable, or not in the 
public interest.” In that event, ‘the Commission shall by order 
prescribe the distribution of such telegraph traffic, .- - which 
shall be just, reasonable, equitable, and in the public interest, 
and will be, so far as is consistent with the public interest, in 
accordance with the existing contractual rights of the carriers." 

In its Separate Report on the Formula, 10 r.c.c, 18%, 133 


(1943), the Commission stated as follows: 


"In arriving at a formula which is just, reasonable, 
equitable, and in the public interest, consideration 
should not be limited to a single factor which may 
favor one particular set of interests or another. 
Weight should be given to the equities as between 


the various carriers, and to the interest of 
the public in maintaining the strength and service 
of all carriers which are in a position to render 
efficient economical service, or, in the terms 

of section l of the Communications Act of 1934, 

to the development of ‘a rapid, efficient, . 

and world-wide wire and radio communication 
service with adequate facilities at reasonable 
charges for the purpose of the national defense,’ 
and for other designated purposes.” 


ITT has not demonstrated that the Formla is unjust, unreason- 


able. inequitable, and not in the public interest. Its proposals 


for revision of the Formula have not been developed in light of any 
significant public interest considerations. 
Ae 


ITT HAS NOT ESTABLISHED THAT THE EXISTING 
FORMULA IS UNJUST, UNREASONABLE, OR IN- 


EQUITABLE, OR NOT IN THE PUBLIC INTEREST. 


ITT states that cumulative traffic distribution is "out of 


» balance" and that no adequate method is provided to liquidate past 
deficits. However, the Formula does provide a limited method of 
doing so in that past deficits are taken into account in determining 
current distribution percentages. ITT's proposal to eliminate all 
overages and deficits would take away even this limited series. 

The Quota System - It is not too difficult to comprehend ITT's 
plea that the Formula should be amended by eliminating past deficien- 


cies of other carriers when it is realized that ITT has exceeded its 
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own quotas by $15.5 million. A summary of the present situation of 
traffic quotas under the Formula and Schedule B is shown by the fol- 
lowing statement of cumlative overages and deficits as of October 
31, 1964: 

BY Sek RCA** WUL Tropical 


(Millions of dollars; parenthesis denotes deficits) 


Gateway Origins 


A 43.2 (11.4) ( 1.7) ” 
B 1.4 - ( .3) (.3) 
C 4.6 ( 9.1) 6.0 - 
19.2 (20.5) 3.4 - 
Hinterland Origins 
A (2.4) 6 ih 3.6 - 
B (1.5) t L.2 2 
c aa ( 3.2) 3.7 - 
(3.7) (4.4) $.5 - 
Combined Origins 15.5 (24.9) 11.5 ~ 


These cumulative overages and deficits must be viewed in light 
of the intentions of the Commission and the Formula negotiators at 
the time the Formula was prescribed. RCA's representative at the 
1943 Formula hearings, described the then existing situation as fol- 
lows: 

", . . the proposed base quotas of out -bound traffic 


of both Western Union and the I.T.& T. System reflect 
the results of a long and close affiliation with an 


* Includes Globe. 
** Includes Schedule "B." RCA's "quota" from the gateways to Area 
A is derived only from Schedule "B.” 


The Commission pointed out in its Separate Report in the 


Formula: 


This only means that RCA voluntarily gave up rights to re- 


ceive unrouted traffic to these points relying instead on its own 


extensive landline system feeding both thosa, 
groups of carriers. The proportions of in and 
out traffic in the case of Western Union and 


the International System are roughly equal. 
RCAC, on the other hand, due to its lack of af- 
filiation with any extensive landline system, 
was never able to approach this position. 

Over its entire history it has been forced to 
accept whatever arrangement the landlines chose 
to offer." (Docket No. 6517, Tr. 3427-28). 


"RCAC, however, prefers to use its existing 
facilities in New York City, Washington, and 
San Francisco to compete with the other carriers 
for out-bound trans-Atlantic and Latin American 


traffic originating at those points. Accordingly, 


it_has no quotas for such traffic. Similarly, 
the traffic to be transferred to RCAC under 


the adjustment between it and the Western Union 
cable system is to be traffic which originates 
at points in the United States where RCAC has 
no offices. These provisions properly reflect 
existing differences between the operation of 
RCAC and the other international carriers." 

(10 F.C.C. 191)* 


competitive efforts. 


ITT which in 1943 operated only three branch offices declared 


that their "present plan is not to open up any future offices.” 


* Emphasis added throughout. 


(Docket No. 6517, Tr. 3442-43). Nonetheless, ITT, after receiving 
the full benefits of sharing in unrouted traffic originating in the 
gateways, proceeded to double its advantage by opening up numerous 
additional branch offices in the gateways. 

The reasons for this out-of-balance situation are self- 
evident in light of this history and subsequent developments since 
the Formula was prescribed: 

1. ITT, after obtaining rights under the Formula to a full 
share of unrouted traffic from gateway eities to Areas A and B, es- 
tablished many branch offices in such gateway cities. This resulted 
in ITT obtaining a substantial unintended quantity of directly filed 
traffic and a further diminution of unrouted traffic in the gateways. 
It has a cumulative overage of $19.2 million from the gateways to all 
areas. 

2, Western Union International, Inc. (WUI)*has received sub- 
stantial traffic destined to Area C (Pacific) for which it never had 
quotas resulting in cumulative overages to WUI of almost $10 million. 
Mainly for this reason RCA has a cumulative deficit of over $12 


million for traffic destined to Area C. 


*The reference to WUI will also include the former international 
telegraph operations of The Western Union Telegraph Company (Wes- 
tern Union.) 
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3. Over the years, Western Union instituted vqyrious solicita- 
tion practices both in the gateway cities and the hinterland on be- 
half of WUI. See American Cable & Radio Corporation et. al. v. The 
Western Union Telegraph Company, F.C.C. 60-710 (1960). In the hinter- 
land, WUI's cumulative overages is in excess of $8 million while RCA 
and ITT each have cumulative deficits of approximately $4 million. 

Essentially ITT's complaint concerning the quota system under 
the Formula rests on the proposition that the “harder a given inter- 
national carrier works to have messages routed over its facilities by 
sender's 'Via' the less likely it is to receive a share of the un- 
routed traffic." However, ITT ignores its cumulative overage of 
$15.5 million. It has certainly received a large bonanza in the 
presence of the Formula. : 

ITT has also failed to demonstrate a cause and effect rela- 
tionship for its contention. It states that with respect to traffic 
destined to the United Kingdom and Eire, ITT refuses to be "frozen" 
at the very low participation of its quota of 26.5 percent. 

To Central America, by contrast, ITT points out that it is 
"fortunate to enjoy” 100 percent of the unrouted traffic. Despite 
having the benefits of all such unrouted traffic to Central America 


since 1948, its participation has in fact declined by approximately 
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25 percentage points, as shown by the following tabley, 


Base Year Jan.-June 
1942 1964 
ITT 75.0% 50.8% 


ITT also makes the erroneous claim that RCA has an advantage 
because it receives no unrouted traffic destined to Areas A and B 
under the quota system. Whatever traffic RCA secured in the gate- 
ways Clearly resulted from its own efforts rather than from Formula 
quotas. 

In examining the operations of quotas under the Formula, 
clearly ITT has not been inhibited by the Formula since it has sub- 
stantial cumulative overages for traffic destined to all ees 
in Areas A and C. 

Schedule B - ITT erroneously labels Schedule B as a "substan - 
tial gift" to RCA and proposes that it be cancelled. ITT asserts 
that Schedule B was the "price paid" for unanimity on the Formula 
submitted to the dueutendon. These claims are captious and without 
foundation or merit. 

Schedule B provided for the transfer ‘of certain traffic to 
RCA out of WUI's quotas, and was approved by the Commission because 


it tended to neutralize the "inequalities" to RCA. The Commission 


stated in its Separate Report on the Formula: 


"The Western Union cable system and the ITS 
companies have had a more advantageous position 
than RCAC with respect to out-bound traffic : 
because of exclusive arrangements with the 
domestic landline systems. 


ee 


"This [Schedule B] serves the public interest in 

having direct communication with foreign points, 

since the messages thus transferred would have 

to be relayed at intermediate points if handled 

by cable, but can be handled by radio directly 

to destination. In addition, the United States 

international communication system as a whole 

is financially benefited, because RCAC generally 

retains a larger portion of the toll on these 

messages than Western Union would retain.” 

(10 F.C.C. 188, 190-191.) 

| The ITT representative at the Formula hearings assured the Com- 
mission that ITT was "neutral" with respect to Schedule B, and that 
if approved by the Commission, Schedule B "would be acceptable” to 
ITT. (Docket No. 6517, Tr. 3437.) There was never any indication 

B in the hearings or in the Commission's Separate Report on the Formula 

that there was any dispute with ITT concerning Schedule B. 

Schedule B does not cost ITT a single unrouted message. 

ITT continues to receive residual benefits from its former 


"extensive landline system” and to profit from its participation in 


unrouted traffic originating in the gateways despite the subsequent 


opening of many gateways branch offices. ITT cannot now in equity 


eae 
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be heard to challenge Schedule B. wy, 

RCA has a deficiency of some $13 million under Schedule a. 
and therefore it has not been compensated for the inequalities that 
were intended to be removed by Schedule B. 

i 
ITT'S PROPOSED REVISIONS ARE NOT JUST, 
REASONABLE, EQUITABLE AND IN THE PUBLIC 
INTEREST. 

It is not surprising that ITT, with the heaviest overall cum- 
lative overages under the Formula, should suggest that ail overages 
and deficits be cancelled and that unrouted traffic should be dis- 
tributed equally among international carriers able to carry such 
traffic out of the country. This would be a purely arbitrary approach, 
and would not take into account the many considerations relevant to 
justness, reasonableness, equity, and the public interest. 

ITT's proposals reflect none of those public interest considera- 
tions which the Commission recognized as important at the time it 
prescribed the Formula. (10 F.C.C. 189, 190-191, 195.) The proposed 
equal division of unrouted traffic would not recognize, for example, 
the efficiency and economy of direct routes provided by certain 
carriers. 

It is ironic that RCA - whose actions have not contributed to 


the existing inbalance in cumulative overages and deficits and is the 
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carrier with the heaviest cumulative deficits under the Formula - 
would become the chief victim of ITT's proposals. BaSwd on the 1964 
volume of traffic, we estimate that adoption of ITT's proposals 
might reduce RCA's revenue by approximately $500,000 annually. 
If the Formula is unjust, unreasonable, inequitable or not in 
the public interest, it is because there was inadequate provision 
to liquidate deficiencies. Thus, the Formula which in part was pre- 
scribed by the Commission in recognition of the existing contractual 
rights of the carriers has never resulted in satisfaction of those 
rights. It is apparent that any revision to the Formula must recog- 


nize the existing cumulative deficits and account for such deficits. 


CONCLUSION 
ITT World Communications Inc. has failed to make a prima facie 
showing that the existing Formula is unjust, unreasonable, or inequit- 
able and not in the public interest, and that its proposed revisions 


shall be just, reasonable, equitable, and in the public interest. 


RCA Communications, Inc. reserves the right to appear in any 
proceedings that may be scheduled in this proceeding and to make any 
further submissions to the Commission which may appear necessary or 


desirable. 
Respectfully submitted, 


RCA COMMUNICATIONS, INC. 
By: s/Leonard W. Tuft 


s/Eugene F. Murphy 


February 19, 1965.. Its Attorneys 
+ a 66 Broad Street 
New York, N.Y. 10004 


CERTIFICATE OF SERVICE 
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I, MAUREEN ALWILL, hereby certify that on the 19th day of 


February, 1965, I mailed copies of the foregoing Comments of RCA 


Communications, Ine. to the following: 


Mr. Ben F. Waple, Secretary 
Federal Communications Commission 
Washington, D.C. 20554 


John A. Hartman, Jr., Esq. 
John F. Gibbons, Esq. 
William A. Kelleher, Esq. 
Edward J. Madden, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, N.Y. 10004 


Robert E. Conn, Esq. 

Western Union International, Inc. 
26 Broadway 

New York, N.Y. 10004 


John H. Waters, Esq. 

William E. Seward, Esq. 

The Western Union Telegraph Company 
60 Hudson Street 

New York, N.Y. 10013 


Fred N. Oliver, Esq. 

Cable and Wireless, Ltd. (W.I.) 
200 Park Avenue 

New York, New York 


Andres J. Pastor, Esq. 

Canadian National Railway Company 
47 Bay Street 

Toronto, Ontario, Canada 


Fred N. Oliver, Esq. 

Martin A. Meyer, Jr., Esq. 
Canadian Pacific Railway Company 
204 Hospital Street 

Montreal, Quebec, Canada 


The French Telegraph Cable Co. 
25 Broad Street 
New York, N.Y. 10004 


Mr. Donald K. DeNeuf, President 
Press Wireless, Inc. 

660 First Avenue 

New York, New York 


John J. Ryan, Jr., Esq. 

Tropical Radio Telegraph Company 
30 St. James Avenue 

Boston 16, Massachusetts 


United States-Liberia Radio Corp. 
1278 South Main Street 
Akron, Ohio 


International Quota Bureau 
13 South William Street 
New York, N.Y. 10004 


s/Maureen Alwill 
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Commlaint of ITT Worla Communi- 
cations, Ine. for Revision of ¢) 
Formula for the Distrioution o 
| Outbound International Trae tie 


a 
QO 


ee ee ee ere 


File No. RM-690 
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COMMENTS OF WE TERN UNION INTERNATIONAL, INC. 


In response to the Commission's letter of 


February 8, 1965, Western Union international, Inc. (WUI) 
StoOmits the following comments on ‘ne above-captioned 
request of ITT World Communications, Ine. (ITT 
1. ITT has requested tne Commission +o 
| vinstitute a proceeding under §222 (2) (3) of the Communi- 
| cations Act of 1934, as amendec, for the purpose of 


| "a major overhauling of the present Formula" for she 


| istrisution. of outbound anternational telegraph traffic. 
> in adcition to Proposing snecific changes, ITT urges that 
: tne Formula "should be re-examined in its entirecy, 


2. The proceeding requested by ITT requires 
"a full hearing" under §222 (e) (3) and would appear to 
involve problems of the magnitude presented to the 
Commission in 1943 in. connection with the initiation of 


the Formula. At that time, the carriers were prodded 


by the Commission into resuming their theretofore 
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ee 
unsuccessful conferences concerning a mutually agreeable 
Formula. "srtep further Study of the matter, they 


presented for @pproval a Cetailed and comm renensive formula 


upon which Sudstantial agreement nad deen Teached by them."# 


Tne Commission then Prescribed this formula. 
33) Te: the interests of economy of time and effort 


f doth the Commission and the Carriers, WUI 


fe) 
aU re Ne Geter 
LsSeSts that the matter of any possible rormula revisions 


or by oat 


“ 


De explored preliminarily by the interested carriers, 
Section XI of the Formula, relating to tts administration, 
* 

Drovides the vehicle for sucn Preliminary exploration. 

The internationa2 Formula Committee, composed of Carriar 

mepresentatives, functions Dursuant to this section. I, 

2949, following unanimous Committee agreement, the Inter- 
. NX 

maviona: Quote Bureau by its letter of 7 


Porvarded to the Commission the following Proposed addition 
(ee Section, x7 of the Formula: 


"In the event the committee of representatives of 
tne interested Carriers ana the Merzed Company 

clbal ay ai al unanimous agreement with BESDECE (t6 any 

chanze in, deletion from or addition to the text 

Of this formula believed to be Just, reasonable, 

€quitable ang in the public interest, it may be A 
adopted Subject to approval or Other action 

Witain thirty Gays by the Federal Communications 

Commission Provided the Said committee reports the 
Circumstances tc the Commission within five Gays 
accompanied by a Statement of the reasons therefor 

énd a statement Dy each Carrier as to its agreement." 


Eparate Report OF the Commission on rormulas for tne 
=Stribution op International Traffic, 10 Fee 10 


Faas. 
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4, Although the Commission took no action with 
mespect to the above quoted Proposal, the Committee has, 
in fact, over the years Sy unanimous agreement placed 
into effect changes concerning traffic distribution and 
on different occasions during the years 1945 through 1951 
has forwarded these and other changes to the Commission, 

3- By letter Gated November 28, 1950, to all 
interested carriers, the Commission referred to the prior 
changes concerning traffic distribution which were filed 
with it by the International Quota Bureau and requested 
the carriers! views regarding Possible changes in the 
Dasic quote distribution System. The Commission received ‘ 
tscordant responses from the Carriers due primarily to 
their disagreements regarding message handling practices 
followed Sy Westem Union which’ hag not civested itself or 

“its cable system. Consequently, there were no changes 
in the Formula. 
6. This Source of discorg has now been removed, 
There has been @ divestment. The international Carriers 
ay now fing themselves in an environment conducive to a 
constructive re-examination of the basic Quota system. mT? 
has not pursued this course. It has not presented its 
Formula revision Proposals to the International Formula 


Committee, 
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tne numerous prodlems that will provadly confront the 


new comoany." 


(Id. at 385). WUZ has under close surveillance 
its experience: since September 30, 1963, which shows that 
the Commission's objective, retention of the Status quo 


with respect to message revenue cistribution in the gate- 


ways, has not been realized. 'WUI believes that this is the more 
immediate problem, over which Commission jurisdiction has been 


retained,and should not be lost Signt of because of ITT's 
request for a major undertaxing regarding revision of the 
dDasic underlying quota system--e matter that nas been 
mootec for over twenty years. 

Pee ae Unt WUI has longer experience as an independent 


carcier and its positions have become established and oetter 


Q 


efined in more areas, the ampact upon it.of changes in 
ene quota system cennot be Sully evaluated. Consecuentl " 
WUI believes that formal proceedings before the Commission 
at this time for the purpose of "a major overhauling of 
sne present Formula” would be Oremeauure, uUntale end 


detrimental to WUI. This is not to Say , however, that 


preliminary exploration by the carriers of possible Formula 


ll. For the reasons stated azsove, WUI respect- 
Tully suggests that the Commission refer the ITT proposals 


to the International Formule Committee for preiiminary 
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exploration. This Committee could explore these proposals 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


in the Matter of 
Docket No. 6517 
The Application for Merger of 

THE WESTERN UNION TELEGRAPH COMPANY 
and POSTAL TELEGRAPH, INC. 

sri eens ihers acapniarteielinieslcopielaeiseodannueait 


i de 


TROPICAL RADIO TELEGRAPH COMPANY'S COMMENTS RE 
COMPLAINT 
of 
ITT WORLD COMMUNICATIONS INC. 
For Revision of the Formula for the 
Distribution of Outbound International Traffic 


It is recognized that the Formula for the Distribution of Qutbound 
International Traffic handled by the Western Union Telegraph Company as 
amenced by formal Commission action now requires a complete review by 
the Commission for the purpose of arriving at an up to dita eummtitio: 
allocation of traffic on an said table basis. The ITT Complaint for 
certain revisions of the Formula covers one approach to the problen; 
however, their recommendations are not specific in regard to the dis- 
tribution of unrouted traffic. Their recommendation is that unrouted 
tralfic be equally divided among the U. S. International carriers able 
to carry the traffic out-of the country. The basis to be used in the 


division of such traffic is not specified and, therefore, it cannot 


be said whether such a new procedure would not create inequities that 


would result in advantages to the large carriers over the smaller 


junk 
o> 
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carriers. 

One other point in the ITT Complaint thet is of concern to 
Trepicai Radio is their suggestion relating to unlimited gateway 
operations of the international carrie-s. Just how such a general 
Formule could be implemented without resulting in inequitable treat- 
ment of the smaller carriers is difficult to determine, unless IIT 
has some measures in mind to protect the smaller carriers which it 
hes not set forth in its Complaint. Here. again we can conceive of 
the large carrier having definite advantages over smaller carriers 
if ITT's apparent approach to the gateway problem is accepted, 

The fact that the Formula problem is definitely involved in 
other matters now before the Commission justifies a complete Formula 
review and investigation by the Commission as soon as possible. As 
a smaller carrier, Tropical's position in the nature of things must 
te defensive. Accordingly, it feels that its best interests will 
be served at the present if we withhold further comments until we 


have had an opportunity to examine the suggestions of all the major 


espectfully/'submitted, 
AM. }. ‘emame 
‘/ John J. Ryan, Jr. 
| Attorney for 
\. TROPICAL RADIO TELEGRAPH COMPANY 


30 St. James Avenue 
Boston, Mass. 02116 


carriers. 


Dated; Boston, Mass, 
February 19, 1965 
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‘ Before the 
"FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 29554 


) 

In the Matter of ) 

) 

Complaint of ITT WORLD COMMUNICATIONS INC.) 
for Revision of the Formula for the ) File No.: RM 690 

Distribution of Outbound International ) 

Traffic ) 

) 

REPLY 


OF 
ITT WORLD COMMUNICATIONS INC. 
to COMMENTS of Other Carriers 


Without conceding the validity of any of the Comments submitted by 
the several carriers concerning the Complaint herein of ITT World Communications 
Inc. (ITT), which deal with areas of controversy requiring further exploration 
and development in informal or formal hearing proceedings, ITT in this Reply 
desires to address itself at this time to two arguments raised by Western 


Union International, Inc. (WUI) and RCA Communications, Inc. (RCA). 


WUI recommends that the Formula Committee, composed of representatives 
of the interested international carriers (Section XI-Formula) is the forum to 
which ITT should bring its Complaint for discussion of Formula changes (WUI 
Comments, paragraphs 3, 11). ITT when filing the Coantacee herein was not un- 
mindful of this Formula provision but concluded that a meeting cf the carrier 


representatives of such Committee for the purposes here under consideration 


would not be productive “of fruitful results - a fact that has been amply demon- 


strated by the views expressed by the several carriers in their respective Com- 


ments. 


Both WUI and RCA undertake to make the poinc that ITT has not made 
out a "prima facie" case in support of invoking the Commission's investigatory 
process as provided for in §222 (e) (3) of the Communications Act. (WUI Comments, 
paragraph 8; RCA Comments, pages 3, 11) without urging, however, that the Com- 
plaint should »e rejected or dismissed. RCA specifically reserves the right 


to appear in any proceedings that may be scheduled and to make any further 


submissions to the Commission. 


The clear and irrefutable answer to this contention is that after some 
twenty years of operations under the Formula the mounting cumulative overages 
and deficits, affecting as they do the distribution of unrouted outbound traffic, 
without some built-in corrective device to bring about practical and realistic 
adjustments of such overages and deficits, make obvious the fact that the Formula 
can no longer be considered just, reasonable, equitable and in the public in- 
terest. The time has come for a broad scale review and the adoption of new 
measures. Perpetuation of present practices under the Formula without complaint 
by any of the carriers may freeze the situation indefinitely. We have in mind 
what the Commission said in the Western Union Divestment Case, in connection 
with the proposed distribution of traffic to WUI, about the carriers having 


made no effective move for a period of over 17 years to change an existing 


ne en sete SS ares eT eh 


Lod 


have not been willing to press any « unplaints or take them to 


hearing. (30 FCC 323 at 377 and 378) xy, 


It is submitted that ITT has made an adequate showing and its 
q g 


Complaint should proceed to investigation by the Commission. 
Respectfully submitted, 
John A. Hartman, Jr. 
John F. Gibbons 
William A. Kelleher 
Edward J. Madden 


Attorneys for 

ITT WORLD COMMUNICATIONS INC, 
67 Broad Street 

New York, N. Y. 10004 


Dated: New York, N. Y. 
April 8, 1965 
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CERTIFICATE OF SERVICE 


- © : 
I, Josephine A. Martinucci, do hereby certify that I haJe this 


‘ 


day, April 8, 1965, served the foregoing "Reply of ITT World Communications Inc. 


to Comments of Other Carriers" upon the following by mailing a true and exact 


copy thereof by United States mail, postage prepaid, to the names and addresses 


below: 


Chief, Common Carrier Bureau 
Federal Communications Commission 
Washington, D. C. 20554 


Leonard W. Tuft, Esq. 
Eugene F. Murphy, Esq. 
RCA Communications, Inc. 
66 Broad Street 

New York, N. Y. 10004 


Robert E. Conn, Esq. 

Western Union International, Inc. 
26 Broadway 

New York, N. Y. 10004 


John H, Waters, Esq. 

William E, Seward, Esq. 

The Western Union Telegraph Company 
60 Hudson Street 

New York, N. Y. LOOLS 


Fred N. Oliver, Esq. 

Martin A. Meyer, Jr., Esq. 
Canadian Pacific Railway Company | 
200 Pari: Avenue 

New York, 8. YX. 


A. J. Pastor, Esq. 

Canadian National Railway Company 
151 Front Street 

Toronto, 1, Ontario 


The French Telegraph Cable Company 
25 Broad Street 
New York, N. Y. 10004 


Press Wireless, Inc. 
660 First Avenue 
New York, N. Y. 10016 


John J. Ryan, Jr., Esq. 

Tropical Radio Telegraph Company 
30 St. James Avenue 

Boston 16, Mass. 


United States-Liberia Radio Corp. 
1278 South Main Street 
Akron, Ohio 


International Quota Bureau 


13 South William Street 
New York, N. Y. 10004 


Josephine A. Martinucci 


Poe FEDERAL COMMUNICATIONS COMMISSION 


WASHINGTON, D.C. 20554 
May 25,1973 


ITT World Communications Inc. 
Attention: Howard White 
Vice President & General Counsel 


RCA Global Communications, Inc. : | 
Attention: Eugene F. Murphy ; 
Exec. Vice Presidsnt Operations - e 


Western Union International, Inc. 


Attention: Robert E. Conn if ieee 
Exec. Vice President 


TRT Telecommunications Corp. : | 
Attention: Fred W. Morris, Jr. 
President & Chief Exec. Officer 


The French Telegraph Cable Co. RE: Docket No. 19660 
Attention: Jacques Berenger 
Manager 


The Western Union Telegraph Co. 
Attention: R. C. Hostetler 
Vice President & General Counsel 


Canadian National Railway Co. 
Attention: H. J. Clarke 
General Manager Telecommunications 


Canadian Pacific Limited 
Retantion: Rs Ts Riley => 


Vice President Transport & Telecommunications 


Gentlenien: 


Reference is made to RM-690, a petition for rulemaking filed in 
1964 by IIT World Communications Inc., which is pending before 

the Commission, and by which ITT Worldcom seeks amendment of 

the formula established pursuant to Section 222(e)(1) of the 
Communications Act governing the distribution of outbound Jaa 


& 


International message traffic ‘international formula). Reference 
is also made to the responsive pleadings subsequently filed by 
interested parties with respect to that petition. The issues 
presented by the aforementioned petition and pleadings have been 
recently incorporated into the general rule-making proceeding 
instituted by the Commission on December 13, 1972 in Docket 

No. 19660. This proceeding is designed to explore and resolve 
various matters generally bearing on the operations of international 
record carriers in the continental United States and their 
relationship to The Western Union Telegraph Co, in the joint 
handling of international message telegraph traffic. 


Since the initial filing of the ITT petition and the responses 
thereto, there have, of course, been substantial changes in 
conditions involving the handling of international traffic within 
> the United States. There are also pending a number of proposals 
by the domestic and international record carriers for major 
changes in established practices relating to the pickup and delivery 
of such traffi-. All of these matters, which are also the subject 
of consideration in the proceeding in Docket 19660, might well 
be expected to have significant relevance to the merits of the 
outstanding ITT petition relating to the formula for the 
distribution of tratfic. 


Accordingly, in order to facilitate the Commission's resolution 
of the issues in Docket 19660, including those pertaining to the 
formula, it appears desirable that all interested parties should 

be afforded the opportunity to update their respective views and 
comments concerning the ITT petition in light of current conditions 
relative to the handling of international record traffic and 

in light of their outstanding proposals for modification in 
existing practices with respect to the pickup and delivery of 

such traffic. (In view of recent pleadings filed in the Court 

of Appeals for the D. C. Circuit by ITT in a suit which, among 
other things, seeks a writ of mandamus to direct the Commission 

to consider its petition, it appears that ITT is resting on its 
petition as originally filed.) 


To this end, all interested parties are requested to file 
appropriate amendments or supplements to their earlier pleadings 
concerning the ITT petition. Such amendmerts or supplements shall 


be filed with the Commission on or before June 26, 1973, inthe 

form and number prescribed by the Commission's Rules with service 

of copies thereof on all parties named above. All parties--including 
the petitioner-- will, of course, have the opportunity to reply 

to any such additional pleadings. 


: 7 
Sincerely yours, / 


Bernard Strassburg 
Chief, Common Carrier Bureau 


~ 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


—— 


Complaint of ITT World Communi- 
File No. RM-690 _ 
Docket No. 19660 ~ 


cations, Inc. for Revision of the 
Formula for the Distribution of 
Outbound International Traffic 


ee See Ser? Sree See ee? 


SUPPLEMENTARY COMMENTS OF 
WESTERN UNION INTERNATIONAL, INC. 


In response to the Commission's letter of May 25, 1973, 
Western Union International, Inc. (WUI) hereby submits the 
following supplementary comments on the complaint of ITT World 
Communications, Inc. (ITT) for revision of the International 
Fornula for distribution of international message traffic, 
filed November 27, 1964. 

1. In its initial comments on ITT's application, dated 
February 19, 1965, WUI pointed out that: 

"ITT's proposals are lacking in detail and there 

is a question whether the showing made in ITT's 
Complaint is adequate to warrant a §222 (e) (3) 
proceeding looking to statutory finding by the 
Commission that the existing traffic distribution 
arrangement is unjust, unreasonable, or inequitable, 
or not in the public interest and that ITT's pro- 
posed arrangements would be just, reasonable, 
equitable and in the public interest.” 

2. Essentially, the ITT complaint alleged that the Formula 


had become outmoded since its inception in 1943, and should be 


EE TT OE re ET 
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reexamined so that it may function appropriately under "pres- 


ent day conditions. Of course the "present day" to which ITT 
referred was 1964. x, 

3. In support of its complaint, ITT relied heavily upon 
a 20 year study of the operations of ail affected international 
carriers under the Formula. ITT pointed to "overages" and "de- 
ficiencies". These ITY figures were analyzed at length in the 
comments of RCA Global Communications, Inc. Similarly, both 
companies examined the relative carrier percentages of unrouted 
traffic to particular countries or areas. 

4. All of these studies and figures are today hopelessly 
stale and totally unusable. There is currently before the Com- 
mission and the parties no information as to the current or cum- 
ulative effect of the Formula. 

5. In light of the inadequacy of ITT's 1964 submission to 
support a public interest finding that the Formula required re- 
vision and the unclear nature of ITT's proposal for revision, it 
is manifest that the same document cannot, more than nine years 
later, form the basis for a Commission investigation into so 
established an institution das the International Formula. 

6. Although the passage of time alone would mandate this 


conclusion, the massive industry changes in this most dynamic 


field render meaningless any attempt to examine the world of 1973 
through the instrumentality cf a 1964 complaint. Additionally, 
considering the Commission's limited personnel resources, a pre- 


mature investigation cannot be afforded. Such issues as free 
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rect access and gateway city changes must first be resolved 
that tne parties can focus upon the future, rather than the 
past, pool of unrouted traffic. 
7. The Commission must dismiss the 1964 complaint, without 
prejudice to a refiling based on current circumstances. 


Respectfully submitted, 


WESTERN UNION INTERNATIONAL, INC. 


By: /s/ Ernest Brod 


Roger P. Newell 
Its Attorneys 


One WUI Plaza 
New York, New York 10004 


June 26, 1973 
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I, Virginia Massimo, hereby certify that on this 25th 
day of June, 1973, I mailed by United States mail, postage 
prepaid (via airmail when located in Canada), a copy of 
the foregoing pleading to the following: 


Howard A. White, Esq. 

Senior Vice President 

ITT World Communications Inc. 
67 Broad Street 

New York, New York 10004 


Eugene F. Murphy, Esq. 
Executive Vice President 

RCA Global Communications, Inc. 
60 Broad Street 

New York, New York 10004 


Fred W. Morris, Jr. 

President & Chief Executive Officer 
TRT Telecommunications Corp. 
Prudential Center 

Boston, Mass. 02199 


Mr. Jacques Berenger 
Manager 

The French Cable Co. 

25 Broad Street 

New York, New York 10004 


Richard Hostetler, Esq. 

Vice President & General Counsel 
The Western Union Telegraph Company 
1 Lake Street 

Upper Saddle River, N. J. 07458 


Mr. H. J. Clarke 

Canadian National Railway Co. 
General Manager Telecommunications 
P. O. Box 80100 

Montreal, Canada 


Mr. Ba Bs Riley 

Vice President 

Transport and Telecommunications 
Canadian Pacific Limited 

910 Peel Street - Room 230 
Montreal, Canada 


/3s/ Virginia Massimo 
Virginia Massimo 


Bernard Strassburg, Esq. Ree Ay 
Chief, Common Carrier Bureau ADL 


Federal Communications Commission 
Washington, D. ¢. 20554 


a ad 


Dear Mr. Strassburg: GUNG! 26 5 ))9 73 


Your letter of May 25 noted that ITT World Communications 
Inc.'s (ITT) petition seeking amendment of the International 
Formula has been pending since 1964 and that because of 

the passage of time the international carriers’ comments 

on the ITT petition may need to be updated or supplemented. 
In this respect, you stated that further comment on the 

ITT petition may be desirable in light the still out- 
standing proposals of the international carriers for modi- 
fication of existing pickup and delivery practices 
pertaining to international message telegrams. 


RCA Global Communications, Inc. (RCA Globcom) in its 
Original comments filed on February 23, 1965 demonstrated 
that the ITT petition was faulty for failing to establish 
that the International Formula was unjust, unreasonable, 
or inequitable, or not in the public interest. Indeed, 

it appeared that ITT's request for a revision to eliminate 
past revenue deficiencies was only to further its own 
self-interest since it had, at that time, revenue overages 
of approximately $15.5 million while RCA Globcom had 
revenue deficits of approximately $24.9 million. We went 
on to state that even if a revision to the International 
Formula were warranted, such revision must recognize and 
account for these cumulative revenue deficits. 


We believe that our original comments still completely 
answer the ITT petition. Further we do not see that the 
Opening of new operating centers or the offering of direct 
access by the international carriers would require a change 
in Our position. The fact still remains that acceptance 
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IT’ 's revision to the International Formula wovld serve 
iby sy A 
\ 


However, in response to your request, we have updated the 
material in our original comments showing the overages 

and deficits. The schedule, which is as of October 31, 1972, 
shows that ITT's overage has grown to $23.9 million while 
RCA Giobcom's deficit now amounts to $45.8 million. 


Very truly yours, 


CIC/jm 

cc: ITT =- Howard White, Esq. 
WUI - Robert E. Conn, Esq. 
TRI -—- Fred W. Morris, Jr. 


French Telegraph Cable Co. - Jacques Berenger 
Western Union Telegraph Co. - R. C. Hostetler, Esq. 
Canadian National Railway Co. - H. J. Clarke 
Canadian Pacific Limited - R. T. Riley 


AVY YaecIT RINT UIE STIMDA MT . AKTT nro rerer ~ nn SOMA DOD “ ~- 
CUMULATIVE OVERAGES AND DEFICITS AS OF OCTOBER SL y)) oe 


sis bare i a a aie -oxios syle ia pe Ca Ee 
IN TERMS OF GROSS INTERNATIONAL TOLLS 


Ay RCA GLOBCOM** WUI Tae 


(Millions of dollars; parenthesis denotes deficits) 


Gateway Origins 


A (18.2) (2.8) - 
B - 

c 27.3) 13 8 _ 
29.8 (35.5) 8.3 toad 


Hinterland Origins 


A re. { 1.9} 

B {4.7 os 

Cc 2.0 ( 8.6) . 
7491 (10.3) 1 


Combined Origins 2369 (45.8) 24.5: is 


* Includes Globe Wireless 
*x Includes Schedule "B" 


DAVIO H LUBETZKY 


VICE PRY SIDENT/REGULATORY AFFAIRS & C 


° 
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June 26, 1973 


Mr. Ben F. Waple 

Secretary 

Federal Commutrtéations Commission 

1919 M Street, N.W. 

Washington, D.C. 20554 Re: Docket 19960 


Dear Mr. Waple: 


This is in reply to the letter of the Common Carrier Bureau, dated 
May 25, 1973, requesting comments relating to the revision of the Formula 
for the Distribution 6f£ Outbound International Message Traffic. 


TRT Telecommunications Corporation (formerly Tropical Radio and 
Telegraph Company) has participated in the actions of the International 
Formula Committee, established pursuant to Section XI of the Formula,* / 
since its inception, and has presumably received unrouted message traffic 
from the “Merged Company" (The Western Union Telegraph Company) destined 
for specific subareas in accordance with the Formula. 


TRT has also shared in the operating expenses of the International 
Quota Bureau (IQB), established by the international carriers to administer 
the Formula. TRT reports total outbound message traffic and tolls to the 
IQB, and receives from the IQB periodic reports of quotas, “overages” and 
"deficiencies." 


TRT has never been able to determine the breakdown of its unrouted 
and routed outbound message traffic. This information is and has not 
been available at the IQB or at Western Union. Therefore, TRT has not 
found it possible to ascertain the true impact of the Formula upon TRT's 
operations. a 


At the same time, TRI's thirty years’ experience with the Formula 
leads TRT to concur with FCC's concern, which appears to have been 
first expressed in its letter to the IQB dated November 28, 1950, ard the 
concerns of other carriers,**/ relating to inequities in the Formula. 


/ Exhibit 306A, Docket 6517, 1943. 


*k/ Particularly the Complaint of ITT World Communications filed in 1964. 


PRUDENTIAL CENTER, BOSTON, MASS. 02199/TELEX 94-6380/TEL. (617) 261-5700 


1629 K ST. N.\W., WASHINGTON, 0.C. 20006/TELEX 89-2407/TEL. (202) 785-5635 
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Certainly world conditions, the structure of the international record 
carriers and technical operating mod2s, have changed drastically since 


1943 making any formula based upon 1943 inherently obsolete and not in 
the public interest. Consequently, corrective action is reqhired with- 
out further delay. ‘i 

TRT proposes the following changes in the manner of distributing 
outbound unrouted message traffic: 

o that existing "overages" and "deficiencies" be eliminated; 
o that any carrier handling routed traffic to a foreign or 

overseas destination be eligible to handle unrouted traffic; 


o that each carrier be allocated a percentage of unrouted 
traffic tolls to each country or overseas destination in 
proportion to that carrier's share of the total routed 
traffic tolls to that country or overseas destination; 


o that in determining each carrier's share of the total 
routed traffic tolls only those tolls which are derived 
from messages originating outside the gateways be included; 


o that the percentages for each carrier and each country or 
overseas destination be determined annually for the latest 
complete year; 


o that the carriers report to the FCC the number and the tolls 
of all routed and unrouted messages to each country or over- 
seas destination; 


o that the computation of the percentages and the verification 
of the reporting be the responsibility of the FCC; 


o that the IQB be dissolved. 


The suggestion above that the unrouted traffic be allocated by country 
or overseas destination in proportion to the routed traffic for each carrier 
which is derived from messages originating outside the gateways would serve 
as an incentive for each carrier to maintain service quality and to be res- 
ponsive to customers’ requirements. Competition would be encouraged, and 
successes in innovation and providing more attractive service to the using 
public would be rewarded by increases in both routed and unrouted traffic. 
(Under the present quota system, increases in routed traffic have negative 
effects on unrouted traffic.) However, it is essential that tolls generated 
from messages originating within the gateways be excluded in calculating 
the amount of total routed traffic for each carrier so as to avoid undue 
preferences to the three larger U. S. international record carriers re- 
sulting from their favored gateway status. ‘ 


access that 


DHL/ jav 


(20 copies filed) 


the Commission might make 


Mr. Be Waple -3- June 26, 1973 

The sugrested manner of handling unrouted outbound traffic has the 
advantages of simplicity and equity. It also provides for automatic up- 
dating of the percentage distributions annually. Furthermore, this method 
would not be affected by i 


any changes in gateways, or hinterland direct 
in the future. S 


‘ 


Respectfully submitted, 


fe f 
Band iF; hy 

David H, Lubetzky 

Vice President - 

Regulatory Affairs & Counsel 
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I, David H, Lubetzky, hereby certify that I have the 26th day of 
June, 1973, sent copies of the foregoing document by first-class United 
States mail, postage prepaid to: 


Bernard Strassberg, Esq. 

Chief, Common Carrier Bureau 
Federal Communications Commission 
1919 M Street, N. W. 

Washington, D. C. 20554 


Abbott C. Roseman, Esq. 

Chief, International and Satellite 
Communications Division 

Common Carrier Bureau 

Federal Communications Commis.‘ on 

1919 M Street, N. W. 

Washington, D. C. 20554 


Howard A. White, Esq. 

Vice President and General Counsel 
ITT World Communications Inc. 

67 Broad Street 

New York, New York 10004 


Eugene F, Murphy, Esq. 

Executive Vice President Operations 
RCA Global Communications, Inc. 

60 Broad Street 

New York, New York 10004 


Robert E. Conn, Esq. 

Executive Vice President 

Western Union International, Inc. 
One WUI Plaza 

New York, New York 10004 


R. C. Hostetler, Esq. 

Vice President and General Counsel 

1 Lake Street 

Upper Saddle River, New Jersey 07458 


J. M. Berenger 

The French Telegraph Cable Company 
25 Broad Street 

New York, New York 10004 


H. J. Clark 180 


General Manager Telecommunications 
Canadian National Railway Company 
Room 512 

151 Front Street West 

Toronto 1, Ontario, Canada 


Re le, Reeey 

Vice President Transport and Telecomm:nications 
Canadian Pacific Limited 

Suite 518 

Place du Canada 

Montreal 3, Quebec, Canada 


bead ALM, 


David H. Lubetz 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


In the Matter of 


International Record Carriers' Scope 
of Operations in the Continental 
United States, Including Possible 
~Revisions to the Formula Prescribed 
under Section 222 of the Communi- 
cations Act. 


Docket No. 1966u 
RM - 690 
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SUPPLEMENTAL STATEMENT OF THE WESTERN UNION 
TELEGRAPH COMPANY ON THE COMPLAINT OF ITT 
WORLD COMMUNICATIONS, INC. FOR REVISION OF 
THE FORMULA FOR THE DISTRIBUTION OF OUT- 
BOUND INTERNATIONAL TRAFFIC 


= os 
S ; The Western Union Telegraph Company (Western Union) __ 


pursuant to the Chief, Common Carrier Bureau's letter datéd. ~ 
May 25; 1973, hereby Supplements its Statement filed herein 

on February 19, 1965, with respect to the Complaint of ITT 
World Communications, Ine. (ITT Worldcom) for revision’ of 

the formula for the distribution of outbound international 
tratiic (the Formula) . In this regard Western ‘Union. a 


fully states as follows: 


2 : “~~ 4. we have reviewed Western Union's prior Statement 


i and rene Lat 2t generally remains api deaeee aheee present 
circumstances. Herein,such Statement is supplementéd in ‘light 
of current conditions. , 
; oy) Cee Worldcom' s Complaint is divisible in two 


parts. First, it requests revision of the present. pozmula 


quotas under which traffic is distributed among the inter- 
national record carriers. Second, it aaguecns: revision of 
oe Formula to permit the establishment of additional gate- 
way cities ay the international carriers. 

3. With respect to ITT Worldcom's second request, 
dealing with the gateway cities, we assume that any revision ae 
to the pedicle, «mananued by the Commission, will be consistent | 
with any modification in:the industry structure which might: 
result from Docket No. 19660. We therefore do age believe 
that any supplemental comment on ITT Worldcom's gateway pro- 
posal is required at this time. We, of course, reserve our 
right to be heard on the specific applications and proposals 
to expand the international ea ece! operations beyond the 
present gateway soe which are now pending or may be ad- 
vanced in Docket No. 19660. 

4.° In our prior Statement we indicated that aif- 
ficulties in Pon ee the present Formula and uncertainties 
in its interpretation have impeded the establishment of im- 
proved procedures and methods in Western Union's operations. . 

In this ee Western Union continues to be confronted 
with complaints from one carrier or another, to the effect . 


that it is not complying with the prescribed instructions 


for the handling of unrouted cablegrams or that it is favoring 
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one carrier to the detriment of the others. Such complaints 
cover the entire scope of our public message system, the 
centralized telephone bureaus, Greensboro, gateway city offices 
saul the hinterland public offices. Western Union continues 

to be placed in the unfortunate position of the initial ar- 
bitrator) of disputes between the international record. carriers.. 
In this regard, although it has no interest in the proportion 


of traffic accruing to each international carrier and recéives 


no benefits from its activities in implementing the Formula, 


it has been required to contend with threats of law suits and 
delays in its service improvement plans resuiting from the 
opposition of one or more of the international pee 

5. Also, we find that the existing Formula is be- 
coming increasingly imcompatible with requirements of the 
modern handling and processing of international tbileueans: The 
implementation of the Formula distribution provision impeded: 
somewhat the efficient handling of international telegrams even 


in the past, when such handling was done manually.” The problems 


of implementing the Formula-in the context of Western Union's 


computerized switching system present much greater. problems. 
In this regard, it is estimated that the capital cost of 
programming the Company's computers to provide the current 
distribution would be approximately $150,000. Substantial ad- 


Gitional programming cost would be incurred each time changes 
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in the existing distribution would be made pursuant to the 
Formula quota provisions to reflect changing traffic patterns, 
6. Although Section XI of the present Formula pro- 
Witing that all of the costs incurred by Western Union in the 
distribution of traffic under the Formula shall be equitably 
shared by the international carriers,.Western Union's exper- 
lence has been that, as a practical matter, it has not been 
able to recover ee full costs in providing this. service. 
In this regard, the Company has. experienced difficulties in 
obtaining the agreement of the international carriers as the 
amount of its costs and the equitable distribution thereof 
and has been forced to accept less than full compensation 


te secure settlement with the Carriers. 


7. In view of the. foregoing, Western Union requests 

that the Commission consider the feasibility Gf eliaddeis 
the Formula —_— system entirely and,in lieu thereof, re- 
Quiring that all cablegrams be Specifically routed by hia sender, 

a. Tf this 3s not found feasible, oe apa Union requests _ 
that the Commission revise the Formula to beauties the iste anata 
bility for the distribution of unrouted traffic from Mesborn 
Union me the International Quota Bureau (IQB) or some other 
instrument of the international carriers. Under this approach 
Peetern Uiton woulda transfer unrouted Sabtegran- to the TOB,, ae ms 
who would then pass ne traffic to: the international carriers : 
in accordance st thy the revised Formula. Western Union would ‘ 


be agreeable to leasing Operating space to the IQB ata 
-4~ 
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suitable Western Union location. Western Union would provide ie 
no services for unrouted cablegrams other than those provided 
for routed eabiecrans. Such an arrangement would rejieve 
Western, Union of a source of continuous complaint and place 
the responsibility for performing this operation where ‘it 
rightfully belongs, with an instrumentality of the international 
carriers. : ” 

9. If the Commission should determine bet tie public 
interest requires that. Western Union continue its role in dis- 
tributing unrouted cablegram traffic, we: urge the Commission, 
as a minimum, to revise the Formula in a manner to ease the 
burden now incurred by the Company in providing this service. 

10. In this regard, the ee should be simpli-. 
fied to allow for an efficient mechanized handling. The 
Commission should consider the feasibility of revising the 
quota system'so that all the unrouted traff. destined, to 
each different overseas point is accorded to only one carrier. 


Most importantly, the Formula should be designed to preclude 


frequent changes in distribution requiring additional pro- 


gramming of the Company's computers. 


11. As discussed in our prior Statement, the language 


sof the revised Formula should be precise and complete to reduce 


“2 


as much as possible the areas open to interpretation and 


subsequent conflict. Moreover, procedures should be established > 


-— 
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to provide for the prompt eesti neien of any future disputes i 
which might arise in the light of changes in the opeyations 
of Western Union or the international carrier, new services 
and carriers, ete. The revised Foxauta should make clear 
that Western Union would incur no liability for any errors 
which it might make in its good faith efforts to distribute 
traffic among the carriers in accordance with the Formula. 

12. The revised Formula should also make waiver that 
4) canes. including any capital costs induc bed by Western 
Union to mechanize the quota distribution, will be borne by 
ne international carriers. These costs.would include the 
day-to-day expenses of the quota @igtributton operation, 
including distribution of traffic in accordance with IQB 
instructions, any facility costs that are associated with the 
unrouted traffic Gistribution,and any costs incurred by 
Western Union due to special handling es by a wae aatdes 
carrier. We also urge that under the revised Formula Western 
Onion should be entitled to : reasonakle profit for the services 
it provides in distributing the unrouted traffic. Western Union 
should no longer be responsible for the allocation of its 
traffic distribution costs among the international carriers. 
Bether. Western Union should be permitted merely to bill the 


IQB monthly for the total costs for the service it renders. . 


The IQB would be reponsible for the allocation of such costs 


among the international carriers. 


WHEREFORE, Western Union respectfully requests 
that the Formula be revised in accordance with the comments 


set forth hereinabove and in Western Union's prior Statement 
i 


filed on February 19, 1965. 


¢. 


Of Counsel: 


Rk. C. Hostetler, Esquire 
1 Lake Street 
Upper Saddle River, N.d. 


Jack Werner, Esquire 
1828 L Street, N.W. 
Washington, D.C. 


June 26, 1973 


A87 


i 
Respectfully submitted, : 


THE WESTERN UNION TELEGRAPH COMPANY 


Roderick A. Mette 


1828 L Street, N.W. 
Suite i601 
Washington, D.C. ‘20036 


~ 


Its’ Attorney - 


CERTIFICATE OF SERVICE 
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I hereby certify that I have this day served a copy 


of the foregoing document, filed with the Federal Communications 


Commission on behalf of The Western Union Telegraph Company, 


by United States first class mail, postage prepaid, on the 


following: 


Bernard Strassburg, Esq. , 
Chief, Common Carrier Bureau 
-Federal Communications Commission 
19190 M Street Nowe uu 
Washington, D.C. 20554 


Francis J. DeRosa, Esg. 

RCA Global Communications, Inc. 
60 Broad Street 

New York, New York 10004 


Howard A. White, Esq. 

ITT World Communications, Inc. 
67 Broad Strect 

New York, New York 10004 


Ernest Brod, Esq. 

Western Union International, Inc. 
a WOOL Plaga ., 

New York, New York 10004 


Me dy As Berenger 
French Cable Company 

25 broad Street 

New York, New York 10004 


One| 260) Lo 1S 


ye 
Ann | 


United States-Liberia Radio 
Corporation 

1200 Firestone Parkway 

Akron, .Ohio °.44317 (AIR MALL) 


John J. Ryan, Esq. 

YRT Telecommunications Corp. 
1006 Statler Office Building 
20 Providence Street 

_ Boston, Mass. 02116 (AIR MAIL) 


D. N. MacLeod, General Manacer 
Canadian-Pacific Telecommunications 
Paris Du Canada (5th Floor) 
Montreal 3, Quebec, Canada 

(ALR MAIL) 


HW. J. Clarke, General Manager 
Canadian National Telecommunicaticr 
151 Fron Street, West 

Toronto, Ontario, Canada 

(AIR MAIL) 
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‘ITT World Communications inc. 


: 57 Broad Strest 
Howard A. White New York, N.Y. 10004 
Senior Vice President . } Telephone (212) 797-4825 


July 11, 1973 


Mr. Vincent J. Mullins 

Acting Secretary 

Federal Communications Commission 
Washingtof, D.C. 20554 


Attention: Bernard Strassburg, Esq. 
Chief, Common Carrier Bureau 


Dear Sir: . 


On May 25, 1973 the Commission requested supplements to earlier 
pleadings concerning a petition for rulemaking (RM-690), filed in 1964 by 
ITT World Communications Inc. (ITf Worldcom), which looks toward revision 
of the formula governing the distribution of outbound international message 
traffic (Formula). Timely statements have been filed by The Western Union 
Telegraph Company (Western Union), RCA Global Communications, Inc. (RCA), 
TRT Telecommunications Corporation (TRT), Western Union International, Inc. 
(WUI), and Canadian Pacific Limited (Canadian Pacific), The following reply 
of ITT Worldcom to these statements is not an amendment of the 1964 Complaint, 
and ITT Worldcom's comments are submitted without prejudice to its position 
as stated in that Compiaint. 


In the thirty years which have elapsed since the inception of the Formula, 
the Commission has never reviewed the principles underlying that Formula and 
the applicability of those principles to current operations of the internaticnal 
Carriers, or whether those principles are in fact serving the public interest. 
None of the commenting carriers has offered a good reason for further delay. 
Indeed, the record in this matter is replete with good reasons for an expedited 
review and a prompt revision of the International Formula. 


SREP Be US IE MMI 
RE 2 LOT INI TA RINE ES. SN 
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Mr. Vincent J. Mullins 
Page 2 


July 11, 1973 aX 
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Although ITT Worldcom's 1964 complaint proposed specific remedies ; 
we do not contend that no other remedy would serve the public interest. We 
do maintain, however, that the existing Formula requires major surgery in 
Order to remove cancerous disincentives which could accelerate the decline 
of overseas telegraph message services. 


Western Union's suggestion that the Formula be replaced by a system 
in which all traffic is routed must be regarded as the ultimate solution ora 
reasonable objective. Unfortunately, at this time, a very high percentage of 
traffic is unrouted. Therefore, we question the current feasibility of that 
Proposal. Neither the industry nor the public is ready to withstand additional 
claims of expenses by Western Union for the education of its subscribers 
with respect to the international carriers serving specific overseas points. 
Moreover, ITT Worldcom believes that many of Western Union's employees, 
who are responsible for determining whether or not message traffic is routed, 
treat the specification of "Western Union" or'"WU" as if it were a routing via 
WUI. Increasing the responsibility of Western Union, by having that company 
make final determinations as to the routing of all traffic, would only serve to 
aggravate this problem, unless WUI's name is changed. 


A more viable proposal has been offered by TRT. Without Supporting all 
of the terms and conditions of that proposal, ITT Worldcom believes that an 
allocation of unrouted traffic in proportion to the distribution of routed traffic 
would be fair to the international Carriers. Such an allocation of unrouted 
traffic would give due recognition to the competitive results achieved by the 
Carriers, and it would promote competition relating to the quality of services. 
To the extent that customers of telegraph message services "vote" for a given 
Carrier, that carrier would benefit from an appropriate share of the revenues 
for routed and unrouted traffic. No longer would a carrier lose unrouted traffic 
because of its success in winning routed traffic. 


In the hope of protecting favored positions, obstructive or dilatory remarks 
were Offered by other carriers. For example, Canadian Pacific wants the 
Commission to honor its agreement with Western Union, even though such agree- 
ment was thrice extended without review or consideration by the FCC. In our 
view, the agreement between Western Union and Canadian Pacific does not 
Override the statutory obligation of the Commission to eliminate the Striking 
inequities of the existing Formula. 
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RCA called attention to Outstanding "overages" and "deficits" under 
the existing Formula. Clearly, these imbalances demonstrate the unreason- 
ableness and unworkability of the traffic distribution scheme developed in 
1943; and they do not represent, legally or equitably, obligations or commit- 
ments of any carrier. When this obsolete Formula is revised, the impossible 
machinery and interminable adjustments and penalties that belong to it must 
also be discarded. 


Finally, WUI's argument that other more recent proposals, such as free 
direct access and additional gateways, must be considered before the 
Formula is reviewed is worthless, particularly in light of the absence of any 
such proposal by WUI. The carriers which do have such proposals pending 
do not find them to be an obstacle to disposition of ITT Worldcom's 1964 
complaint. 


After consideration of all the arguments submitted in this matter, ITT 
Worldcom maintains that there is absolutely no reason for the Commission 
to further delay the initiation of specific rulemaking proceedings which look 
toward a complete revision of the International Formula. 


Sincerely yours, 


HAW /jl 
cc: Eugene F. Murphy, Esq. 
RCA Global Communications, Inc. 


Robert E. Conn, Esq. 
Western Union International, Inc. 


Fred W. Morris, Jr. 
TRT Telecommunications Corporation 


R. C. Hostetler, Esq. 

The Western Union Telegraph Company 
Mr. H. J. Clarke 

Canadian National Railway Company 


Mr. R. T. Riley 
Canadian Pacific Limited 


HCA Global Couununications, Ine} 2040 M Strat, NY¥4 | Waustungiva, UC 20036; Iclephons (403) Sue- 89 
. . 
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Mr. Vincent J. Mullins SMS, 
Secretary ; 

Federal Communications Commission 
Washington, D. C. 20554 


— 


Dear Mr. Mullins: January 15, 1974 


On November 21, 1973 the Commission adopted a Memorandum 
Opinion and Order (FCC 73-1203) instituting an investi- 
gation to determine whether the International Formula 

for the distribution of outbound international message 
traffic nandled by The Western Union Telegraph Company 

is unjust, unreasonable, inequita! ’2 or not in the 

public interest, and if so, what « inges may be required. 
The Commission stated that the most expeditious course 

to follow procedurally was to have the interested 

parties submit detailed and explicit written positions 
setting out the relevant facts and other considerations. 
Responses and replies to the written positions were 

also provided for. The Commission further stated that 
"to the extent that an oral hearing is necessary or 
desirable, upon review of the submission indicated above, 
we shall, of course, consider an appropriate request by 
any party, or take action on our own motion." 


RCA Global Communications, Inc. believes that the paper 
rulemaking procedure being used by the Commission for 

the determination of the lawfulness of the existing 
International Formula is contrary to the statutory 
requizement in Section 222(c) (3) that such determinations 
be made only after a "full hearing." As we have shown 

in previous hriefs and during oral argument on the 
question of the Commission's ability to grant Western 
Union an interim inerease in the division of revenues 
for the domestic handling of international message 
telegrams, the requirement for a “full hearing" .in 
Section 222 is only satisfied by means of an oral, 


evidentiary hearing and not by a paper rulemaking proceeding. 
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However, Wnile we believe the procedure instituted by 
the Commission to be unlawful, Section 1.106 of the 
Commission's Rules and Regulations provides that 
petitions for reconsideration of an interlocutory ruling 
will not be entertained. Since our objection appears 

to go.to an interlocutory matter, we will not, in this 
case, file a petition for reconsideration but will only 
inform the Commission that we will seek to protect our 
anterest to procedural due process at the appr. -riate 
times and in accordance with the Commission's Rules. 


Very truly yours, 


CaQ dl CpSons 


CIC/jm 


Coe te wy Orso. 


American Cable & Radio Corporation and 
Globe Wireless Ltd. 


J. M. Eaton 
Canadian National Ra:iway Company 


L. F. Swaine 
Canadian Pacific Railway Company 


J. R. Moman 
TRT Telecommunications Corporation 


R. B. Stoner 
United States-Liberia Radio Corporation 


R. i. Thomas 
Western Union International, Inc. 


R. A. Mette, Esa. 
Western Union Yelegraph Company 


W. R. Hinehman 
A. C. Roseman, Esq. 
Federal Communicatiens Commission 


193 


TS} Poe 
10 peo 


a by 
qos L| a 4 
ie ts rT PRON COV TE [Toa Rez Ea Leyes) 


kel CORPORATION 


atk 


1484 


%, 
March li, 1974 


Mr. Vincent J. Mullins 

Secretary 

Federal Communi@tations Commission 
Washington, D. C. 20554 


Dear Mr. Mullins: 


Pursuant to the Commission's Order released November 
26, 1973 in the matter of possible revisions to the Inter- 
national Formula, Docket 19660, interested parties were to 
“submit detailed and explicit written positions setting out 
tne facts and other considerations (legal, policy, etc.) 
which are relevant to a decisicn on the several issues pre- 
sented by the pleadincs “by January 25, 1974. The submis-~ 
Sion of comments was ¢elayed, however, because of RCA's 
request that the interested parties meet to develop some 
uniform procedure for deriving data relevant to the break- 
down of routed and unrouted traffic destined for those coun- 
tries where a single, carrier receives all of the unrouted 
traffic. RCA. justified the delay be asserting that without 
this data, it could not determine what changes, if any, to 
the Formula should be made. There have now been four such 
meetings, and four corresponding delays in the provision 
of written comments, all generally agreed to up to now by 
the interested carriers in an effort to determine (1) if 
such data would be required, and (2) ‘is so, what would be 
the time and cost required for such a data gathering effort. 
Sincé the principal issue of the necessity of the data 
sought by RCA is as yet unresolved, it appears appropriate 
to question whether the provisions of formal comments should 
be delayed further, particularly in view of the Commission's 
expressed desire for "an expeditious resolution of this 
matter." 


As TRT stated in its February 9, 1974, letter to the 
Commission, TRT agrees that the provision of the data in 
issue may be useful. TRT would like to reiterate, however, 
its concern about significant delays in the investigation. 
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An estimate of two to three months has been given for the data 


gathering effort. 


If it is decided that the data‘should be 


provided, TRT urges the Commission to establish a deadline 
within this estimated time frame for the data collection effort, 
as well as a firm date for the submission of written comments. 


ccs 


T. FP. Orso 

J. A. Ligon, Esq. 

American Cable & Radio Corp. 
and Globe Wireless Ltd. 


J. M. Eaton 
Canadian National Railway Co. 


L. F. Swaine 
Canadian Pacific Railway Co. 


E. W. Peterson 
RCA Communications, .Inc. 


Cc. J. Cangelosi, Esq. 
RCA Globcom 


R. B. Stoner . 
US-Liberia Radio Corp. 


ee 


Sincerely, 


- Robert Moman 


R. H. Thomas 
Western Union Inter- 
national, Inc. 


G. F. McGuire 
L. Singer, Esq. 
Western Union Telegraph Co. 


_W. R. Hinchman 


A. C. Roseman, Esq. 

J. F. Copes, Esq. 
Federal Communications 
Commission 


J. M. Munroe 
International Quota 
Bureau 
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| ONE WUI PLAZA . New York, N.Y. 10004 - 


WHEE Western Union International, Inc. 


ROGER P. NEWELL Telephone: (212) 363-5812 : 
Senior Attorney 


March 11, 1974 


Mr. Vincent J. Mullins, Secretary 
Federal Communications Commission 
Washington, D. C. 20554 


Re: Docket No. 19660 
RM 690 


Dear Mr. Mullins: 


Discussions have taken place recently between the 
International Record Carriers (IRC's), under the auspices 
of the Commission's Staff, concerning the necessity for ad- 
ditional information for the carriers to prepare adequate 
statements of fact and memoranda of law, in accordance with 
the Commission's Memorandum Opinion and Order (MO&O) herein 
released November 26, 1973 (FCC 73-1203). These discussions eo 
have centered around a Proposed study of international traffic, — 
both routed and unrouted, transferred by The Western Union Teie- 
graph Company (WUTelCo) to the IRC's. The proposed study would 
provide a complete Statistical picture of such traffic; with 
numerical break-down by country of destination, by couted and 
unrouted classes, by Carrier, and by gateway and~hinterlang 
traffic. ITT World Communications Inc, (ITT Worldcom) has 


posed amendments to the International-Formula, while WUI, 
RCA Global Communications, Inc. (RCA Globcom) and TRT Tele- 
communications Corp. (TRT) have taken the position that 


carried out which will enable a meaningful evaluation of the 
International Formula to be made. 


The Commission's MO&O ordered that the investiga- 
tion include inquiry into the following issues: 


(1) The exact manner in which the distribution 
of traffic is presently being made, broken 
down by carrier, category of traffic, and 
areas and sub-areas, 
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(2) The nature, extent and reason fox, the 
existing overages and deficiencies in 
assigned quotas. In this connection, 
each carrier shall present full data 
with respect to its overages or defi- 
ciencies, by area and Sub-areas, as of 
each year-end for the ten (10) years 
ending December 31, 1972, and an 
estimate for the year ending December 
31, 1973; as well as the totals, by 
area and sub-area, since distribution 

. began under the formula. 


(3) The present defects in the formula, 
pointing out with specificity the 
effect of each claimed defect not 
Only on the respondent, but also on 
other international record carriers 
and on the quality of service provided 

eas : _. to and the rates charged the using 
- public. 


(4) The specific amendments which should be 
made to the formula to remove each such 
defect, the effect each such amenament 
will have on respordent, other interna- 
tional record carr. <S, and on the quality 
of service provide@ to and the rates charged 
the using public. 


mace by the staff of the International Quota Bureau. However, 
there are certain difficulties with these studies, which pre- 
vent complete reliance being placed on them. For example, 

there are discrepancies between the totals of traffic reported 
in this compilation and the traffic reported in the Order 85 
Gata submitted by the Carriers to the Commission. Additionally, 
the various carriers utilize different definitions for Glassi- 
fying traffic. Traffic which originates in the gateway cities 
but is received by WUTelCo at its Central Telephone Bureau at 
Moorestown, New Jersey, is counted by RCA and WUI as gateway 


traffic. Since Separate distribution formulae apply to hinter- 
land traffic as against gateway traffic, this differentiation 
leads to a distortion in the available Statistics, 
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A more serious problem is posed by the fact that 
the information currently available to the IRC's is totally 
inadequate to answer either Issue (3) relating to the alleged 
defects to the formula, or Issue (4), which relates to pro- 
posed amendments to the formula to remedy such defects. 


available data indicates only the total traffic to each sub- 
area handled by each Carrier, and does not provide any break-~ 
down as between routed traffic and unrouted. I+ would be 
impossible for WUI, or the Commission, to determine what 

the effect of any of the proposed amendments would be on the 
traffic distribution between the carriers. TO take one example, 
ITT Worldcom has suggested that the formula be amended, among 
other respects, to provide that WUTelCo be Ordered to distri- 
bute unrouted traffic equally among the IRC's authorized to 
serve the destination. It cannot be determined from the data 
Presently available which carriers will be benefited by this 
proposed amendment, and to what extent. The present informa- 
tion simply indicates the amount of traffic taken by each 
carrier to each destination, without break-down as between 
routed and unrouted. Thus both the total amount of traffic 
available for equal distribution among the different carriers 
and the revenues that would be lost or gained by each carrier 
are unknown. 


The same difficulties are encountered in considering 
the proposal of TRr that, among other matters, unrouted traffic 
tolls to each destination be allocated in Proportion to the 
share of each carrier of the total routed traffic to that 
destination. 


A further problem involves the gateway traffic 
destined to points to which a particular carrier has 
the exclusive right to receive all unroutee traffic, 
The WUTelCo clerk presently inserts the "via" of the 
Carrier entitled to this traffic. When the traffic reaches 
the tallying point, it is Presently treated as routed, 
even though the customer may not have indicated any prefer- 
ence. For example, ITT Worldcom is presently entitled 
to 100% of traffic Originating in the gateways and destined 
to France (unless Otherwise specifically routed), It cannot 
be determined how much of this traffic was originally routed 
via ITT Worldcom and how much was unrouted, 
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Issue (3) refers to defects in the formula. Among 
the alleged defects is that in each area some carriers will 
have "overages" while others will have "deficiencies", which 
vary from area to area. This imbalance is alleged to be 
increasing. However, the computation of overages and defi- 
ciencies does not distingush between routed and unrouted 
traffic. The composition ane derivation of the overages 
and deficiencies cannot be determined. It is at least 
conceivable that the Commission will want to take into 
account the routing, or lack thereof, in determining whether 
to take action in connection with present or future deficien- 
cies and overages. The proposed study would provide a basis 
upon which a prediction of the effect of changes in the for- 
mula on overages and deficiencies may be made. 


Similarly, it is argued that there is a lack of 
flexibility in the formula to recognize new authorizations 
by the Commission to carriers for new service points. How- 
ever, there is no information now available to quantify the 
effects of new authorizations. The proposed study would 
enable the Commission to take action with some assurance 
that it is able to predict their effects, and to take into 
account the new authorizations granted since the effective 
date of the formula. 


In view of the foregoing, WUI respectfully requests 
the Commission to take such action as may prove necessary to 
ensure that an appropriate Study is undertaken to provide the 
data which is a vital prerequisite to any consideration of 
the International Formula. . 


Respectfully submitted, 


Pieed// 


Roger P. Newell 
Senior Attorney 


RPN:mc 


cc: All parties of record 


. Cangelosi 
9 Counsei 


ie gton, 0. C. 


? 


20%° 


Mr. Vincent J. Mullins rei tat, 
Federal Communications Commission 
Washington, D.C. 20554 


Dear Mr. Mullins: March 11, 1974 


This letter is to present RCA Globcom's position on 

the need for The Western Union Telegraph Company to 
undertake an independent, statistical study to 
determine the exact manner in which international 
message telegram traffic is presently being distributed 
among the international record carriers pursuant to 

the International Formula. nas 


It will be helpful to first examine the nature of this 
proceeding and the circumstances surrounding the 

limited factual data available at this time. The 
investigation into the International Formula was ordered 
by the Commission on November 21, 1973. 43 F.C.C. 2d 
1174. In the Memorandum Opinion and Order, the 
Commission specified that the following 1lssues were to 
be investigated: 


1) The exact manner in which the distribution 

of traffic is presently being made, broken down 
by carrier, category of traffic, and areas and 

sub-areas. 


2) The nature, extent and reason for the existing 
overages and deficiencies in assigned quotas. 

In this connection, each carrier shall present 
full data with respect to its overages and defici- 
encies, by area and sub-areas, as of each year-end 
for the ten (10) years ending December 31, 1972, 
and an estimate for the year ending December 31, 
1973; as well as the totals, by area and sub-area, 
Since distribution began under the formula. 


3) The present defects in the formula, pointing 
out with specificity the effect of each claimed 
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defect not only on the respondent, but 
also on other international record carriers 
and on the quality of service provided to. 
and the rates charged the using public. 


4) The specific amendments which should be 
made to the formula to remove each such 
defect, the effect each such amendment will 
have on respondent, other international 
record carriers, and on the quality of 
service provided to and the rates charged 
the using public. (Emphasis added) 


The International Formula Committee and the International 
Quota Bureau were made parties to the investigation for 
the purpose of furnishing information within their 
possession that might be required by the Commission in 
its inquiry. 


On December 12, 1973 RCA Globcom wrote to the IQB asking 
that it furnish the data required to answer questions 1 
and 2 noted above and also provide a breakdown between 
the routed and unrouted traffic handled by each carrier 
for the most recent period available. The IQB responded 
on December 31, 1973 that it would undertake to provide 
the information within its possession which would further 
the investigation but stated that it did not have any data 
regarding the number of unrouted messages transferred by 
Western Union in those situations where a single carrier 
receives all of the unrouted traffic. By further letter 
dated February 11, 1974, the IQB stated that the analysis 
it was preparing on the routed and unrouted traffic to 
countries where proportional distribution is made 
apparently contained a considerable distortion. 


As a result of these problems, a meeting was held at the 
Commission with representatives of the interested carriers. 
We believe that it was conclusively demonstrated at that 
meeting that all of the statistics since at least 1969, 
both routed and unrouted, contained sufficient errots to 
make them totally unreliable. As an example, considerable 
distortion was caused by the operational practice of 
Western Union which counted messages originating in the 
gateway cities but handled by central telephone bureaus 
located outside of the gateways as hinterland messages. 
And, of course, there continued to be the problem associated 
with the inability tu determine the number of unrouted as 
opposed to routed messages handled by each carrier. 


In response to the concern over the lack of accurate 
information on the distribution under the Formula, Western 
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Union was requested to determine whether it could, at 
the international carriers' expense, make certain 
operational changes to bring the distribution into 
accord with the Formui- and then undertake a statisti- 
cally valid survey of the actual distribution for a 
specified period. On March 5, 1974 Western Union 
reported to the interested international carriers that 
such a study could be done and that it would probably 
require three months in order to write the necessary 
computer programs to develop the information. 


It is our understanding that ITT World Communications 
Inc., while believing that the data which would result 
from the statistical study would be "interesting", 

will oppose any extension of the March 18, 1974 date 

for filing of comments on the Formula. RCA Globcom's 
position is that it is impossible to respond to the 
Commission's investigation until accurate data has been 
developed. By referring to the issues listed above, 

i_ can readily be seen that they all require a knowledge 
of the manner in which international message traffic 

is presently being handled, broken down by carriers, 
areas, and sub-areas. It is fundamental that without 
such information the Commission would be unable to 
determine the effects of a change in tie Formula, if 

one were determined to be necessary, with the result that 
any order effectuating a change without such information 
would be unlawful. 


In this respect, it should be noted that in setting up 

the investigation into the Formula, the Commission used 

a paper rulemaking procedure rather than an oral evi- 
dentiary one. It is assumed that this procedure was 
selected since the Commission felt at that time that 

there would not be any "factual dispute” but rather that 
the statistics compiled by the IQB would constitute the 
factual basis for the Commission's ultimate determinations. 
It is now evident that there are no "facts" on which a 
decision could be based and accordingly either the parties 
to the proceeding must determine and agree to the fdcts 

on an informal basis outside of the hearing process or, 
absent the agreement of the parties, an oral evidentiary 
hearing must be held. It should be noted that all of the 
international record carriers have taken the position 
that Section 222(e) (3) of the Communications Act requires 
an oral evidentiary hearing and that this view has been 
Supported by the Commission's Review Board when it recently 
stated that "[u]nder Section 222(e) (3) of the Communica- 
tions Act, Congress has simply provided for the same 
procedural safeguards in rulemaking as in adjudicatory 
proceedings." (FCC 74R-31, Jan. 30, 1974). 
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In conclusion, we urge the Commission to fing that the 
Statistical study described above is essential to the 
inguiry into the International Formula and accordingly 
grant an extension of time for filing of comments 
until an appropriate period after the conclusion of 
that study. Of course, RCA Globcom reserves its right 
to proceed with any other available legal remedies in 
the event the Commission does not grant the requested 
extension. 


Very truly yours, 


CJC/jm 
cc: John Copes, Esq. 


Federal Communications Commission 


Roderick A. Mette, Esq. 
The Western Union Telegraph Company 


John Ligon, Esq. 
ITT World Communications Inc. 


Lee Mitchell, Esq. 
Counsel for Canadian Pacific Railway Company 


Roger P. Newell, Esq. 
Western Union International, Inc. 


J. R. Moman | 
TRT Telecommunications Corporation 
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ITT World Communications Inc. 


57 Broad Street 
New York. N.Y. 10004 
Telephone (212) 797-3300 
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Mr. Vincent J. Mullins 

Secretar, 

Federal Communications Commission 
1919 M Street, N.W. 

Washington, D.C. 20554 


Reference: FCC Docke! No. 19660 - International 
Formula Investigation 


Dear Mr. Mullins: 


The carriers participating in traffic distribution pursuant to the 
International Formula, now under investigation in the above referenced 
docket, have been meeting since about February 1, 1974 with the 
Commission's Staff in an effort to reach agreement on a methodology and 
time frame for acquisition of unrouted traffic data, which data has been 
sought by RCA Global Communications, Inc. (RCA Globcom), allegedly as 
being needed to formulate its company position in the subject investigation. 
Having reached a stalemate, ata meeting of March 5, over the question of 
whether the importance of the data to the investigation merits a rather sub- 
stantial delay in the investigation, for completion of a study of such data, 
the Staff requested the opposing interests to submit their respective positions, 
and support therefor, to the Commission for resolution. 


ITT World Communications Inc. (ITT Worldcom) herewith submits its 
comments and, for the reasons set forth hereafter, urges that the Commission 
find that any further substantial delay in this investigation to conduct a 
study of unrouted traffic would not be just, reasonable, equitable, nor. 
in the public interest. 
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HISTORICAL STATEMENT 


The Commission, by Memorandum Opinion gio ete released 
November 26, 1973, in FCC Docket No. 19660, determined that ITT World- 
com had made a prima facie showing, in its Complaint of November 25, 1964, 
that the Formula for distribution of unrouted international telegraph traffic was 
unjust, unreasonable, inequitable and not in the public interest and thus 
should be investigated. In its Order, the Commission determined that the 
most expeditious procedures for conducting such investigation was through 
the submission of written pleadings from all interested parties. The initial 
pleadings, pursuant to the terms of the Order, were due to be filed on 
January 25, 1974. 


By letter of January 22, 1974, RCA Globcom requested that the January 25, 
1974 response data be extended by three weeks, which extension to February 
15 was granted by the Chief, Common Carrier Bureau. RCA Globcom urged, 
as reason for the requested extension, that data on unrouted international 
traffic, which it considered necessary to the formulation of its position, was 
unavailable from the International Quota Bureau (IQB). RCA Globcom, there- 
fore, requested that the Commissicn convene a meeting of the Formula carriers 
to discuss a means for obtaining this data. 


ITT Worldcom advised the Commission at the time of the RCA Globcom 
request for an extension of the initial response date (letter of January 29 
to Vincent J. Mullins, Secretary) that it would not oppose a short extension 
of that date for purposes of conducting a study of the unrouted international 
traffic, so long as such study did not result in undue further delay in this 
already overlong delayed investigation. We noted, however, that the data 
sought by RCA was not necessary to respond to the issues raised by the 
Commission nor did it appear to be needed for the Commission's determination 
of the overall question of whether the existing Formula served the public interest 
and if not how it should be changed. ‘ITT Worldcom also suggested that a 
short survey (approximately one week) by each International Record Carrier (IRC) 
of its own unrouted traffic would provide a data base sufficient to satisfy the 
RCA Globcom request and in a reasonable and expeditious manner. ° 


A meeting among the IRC's and The Western Union Telegraph Company 
(WUT) was convened on February 1, pursuant to the RCA Globcom request, at 
which little more was accomplished than a recognition that unrouted traffic data 
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could only be secured from a prospective traffic sample and an agreement to 
meet again in two weeks to discuss the matter further. Since that time there 
have been three additional meetings and corresponding further extensions of 
the original January 25 response date, now set at March 18, a delay of 
almost two months, with essentially nothing of substance having been 
accomplished. 


The principal positions which have evolved from the discussions are: 
RCA Globcom urges that the unrouted traffic data is essential to the formulation 
of its position in the investigation and merits whatever time delay is required; 
ITT Worldcom is of the view that this data is very nonessential and its 
acquisition should not h2 permitted to cause any further substantial delay in 
this investigation; anu the Commission's Staff, while not taking any position 
on whether or not the data is required, suggests that if a survey is to be under- 
taken it should be done by a neutral party (WUT being the logical choice) and 
by means of automatic data processing equipment in order for the Commission 
to be assured that the data is reliable. 


At the last meeting of the parties, on March S, WUT put forth a plan 
whereby it would acquire the desired traffic data in a format which was 
acceptable to those interests seeking the data, through a computer study of its 
accounting tapes for a selected period. WUT was unsure of the time delay 
required for such a study but did suggest that the programming for the computer 
would require a minimum of three months, to which must be added the actual 
survey period and some period for distribution of the data and preparation of 
responses based upon the data. Thus a delay in the investigation of at least 
five months and quite possibly much longer would result if responses were 
postponed pending completion of such a survey. ITT Worldcom noted its 
strong opposition to any such lengthy delay for the acquisition of data which 
is nonessential to the overall issues of the investigation. RCA Globcom expressed 
the opposite viewpoint. A stalemate having developed, the Staff invited all 
interested carriers to place their views before the Commission, in the for n of 
a letter to the Secretary, on the question of whether a delay in the investigation, 
of the magnitude suggested by the WUT estimate, should be granted by the 
Commission for the purpose of conducting a study of unrouted traffic. : 


» 


208 


Mr. Vincent J. Mullins 
Page 4 
March ll, 1974 


ARGUMENT 


Since the Staff has informa!ly indicated its belie: that the Commission 
will likely want data similar to that here under discussion at a subsequent 
point in the investigation, we would at the cutset observe that our objection 
here goes not to the collection of the data as such, but rather to the proposal 
that the investigation be held up pending such data coilection. Whatever 
absolute merit the data may have, it is not so important to the initial carrier 
filings as to merit their being held up for the substantial period involved in 
the proposed study. Indeed, in-view of the considerable discussions which 
have recently taken, place with regard to such data acquisition, we think there 
would be considerale merit in the Commission's requiring the parties to 
immediately ;-ocee ith a study directed to the Commission's requirements if the 
Commission expects to require such data later on in the investigation. We 
strongly urge, however, that no good cause exists for delaying the initial 
responses by the parties for lack of such data. 


RCA Globcom attempts to cloak its request for delay in the investigation 
for purposes of obtaining unrouted traffic data in the legitimacy of such data 
being a requirement to respond to one or more of the issues set forth in the 
Commission's Order. This premise is patently insupportable. 


The RCA Globcom position is keyed to issues numbered (1) and (4) in 
paragraph 16 of the Commission's Memorandum Opinion and Order, heretofore 
referenced. The first of those issues is stated as:" The exact manner in which 
the distribution of traffic is presently being made, broken down by carrier, 
category of traffic, and areas and sub-areas.“ This issue clearly is addressed 
to a qualitative description of the way in which traffic is distributed pursuant 
to the Formula, not a quantitative statement of the effect of the Formula in 
terms of numbers of messages transferred to each carrier during a particular 
time period. "Manner" connotes methodology, not the end result from the 
application of that methodology. Clearly, tne traffic data sought by RCA 
Globcom cannot reasonably be said to be required to address this issue. 


The second of the issues relied upon by RCA Globcom, Commission issue 
(4), is stated as: " The specific amendments which should be made to the 
Formula to remove each (of the defects raised in response to issue (3)), the 
effect each such amendment will have on respondent, other international 
record carriers, and on the quality of service provided to and the rates charged 
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the using public." While the "effect" upon the various carriers can, 
grammatically, be given a quantitative construction, a qualitative response 

is at least equally appropriate and, when viewed in the context of the 

overall issues of the investigation and the fact that each carrier is expected 

to address this "effect," the qualitative response is far the more likely and 
logical expectation. There can be no real question that each carrier could 
adequately describe this "effect" in qualitative terms based upon existing 

data and its own experiences under the present Formula. Moreover, evenif the 
Commission had intended that this issue elicit a quantitative representation 

of such "effects," it would be far more logical and efficient for the Commission 
to have its staff perform this analysis for all carriers than to have each of 

four (or more) carriers doing separate analyses which would then have to be 
reconciled by the Commission. This would obviate any possible reason for 
delaying the initial filings by the carriers pending receipt of the traffic data. 
By conducting a traffic study parallel,in time, to the carrier filings the 
Commission's staff would have the traffic data for analysis at roughly the same 
time as it would be receiving the carriers' full positions on the defects and 
proposed amendments to the Formula, which would constitute the other 
parameters in such an analysis. 


For completeness in this discussion of the Commission's specific issues, 
we would observe that issue number (3) is addressed, in part, to the "effect" 
of the existing defects upon the various carriers. While our previous remarks 
in connection with the "effect" of amendments to the Formula would be equally 
applicable here, in addition, we think the Commission would agree that the 
number of variables to be dealt with in any characterization of the existing 
defects are such as to make anv practical quantification of the "effect" im- 
possible, no matter how extensive or exhaustive the traffic data available. 
Since defects exist not only in terms of actual inequities but also motivational 
aspects of the Formula, such as its disincentives to competition, any attempt 
at quantifying its effect would require either the selection of one arbitrary 
hypothesis or the presentation of nunierous ‘differing hypotheses, with correspend- 
ing quantitative analyses, based upon all imaginable "what if" situations. 
This same problem, incidentally, would be somewhat applicable to attempts to 
quantify the "efiec:" of future amendments. 


The only other specific issue raised by the Commission, its issue number 
(2), 1s addressed to the nature and reasons for the overages and deficiencies 
which are now associated with the Formula, an issue for which there presently 
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clearly exists adequate data for each carrier's response. Thus, as we 
have shown, in terms of either the overall issues of this investigation, or 
those specifically enumerated by the Commission there exists no basis 
for further delay in this already long delayed investigation for purposes of 
conducting a study of unrouted traffic data. 


In the final analysis, the basic raison d'etre for the delay sought by RCA 
Globcom can be seen as nothing more than a desire to acquire data from 
which that carrier may more precisely assess the amount of revenue it would 
stand to gain or lose from various possible changes in the Formula. While 
this is certainly a legitimate corporate interest, relative revenue distribution 
among competing carriers is not a vital consideration to the public interest. 
This clearly self-interest position should not be permitted to unduly prolong 
this investigation, particularly where, as here, the delay works to favor carriers 
requesting the delay, through perpetuation of the inequities in the Formula. 
Moreover, given the purpose for which the data is sought, neither crystal ball 
nor sophisticated computer study is required to arrive at a reasonable estimate 
of the revenue shifts to be effected by various formula provisions. These 
effects can be reasonably approximated from an analysis of a given Formula 
proposal in the context of historical traffic patterns and known statistics. 
As we have shown in the Appendix to this letter, which contains a data sample 
from a number of the high traffic volume destinations, through rather simple 
analysis of known data, the amount of unknown (whether routed or unrouted) traffic 
can be reduced in most cases from the unknown amount in the raw data to rather 
minute percentages of total traffic. From this, using knowledge or judgments 
which every carrier has or is in a position to make, reasonable approximations 
can be made as to the distribution of the remaining unknown traffic. Particularly 
when viewed in the context of the RCA Globcom purported need for the data, 
that of assessing the company's overall position vis-a-vis changes in the 
Formula, this level of analysis should provide more than an adequate degree 
of confidence. “ 


od 


CONCLUSION 


For the reasons set forth above, ITT Worldcom submits that the issues set 
forth in the Commission's Order in this investigation do not require the 
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the imposition of a further delay in this proceeding for purposes of collecting 
data on unrouted traffic and that the self interested rationale of RCA Globcom 
for such a delay is not in the public interest nor otherwise merited. There- 
fore, we respectfully urge the Commission to dismiss or reject any requests 
for further delay in this proceeding for such Purposes and require that the 
initial responses in this investigation will be due within two weeks following 
the Commission's Order disposing of this: matter. 


Respectfully submitted,. 


Ue — 


John A. Ligon 
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ITT Worldcom has analyzed the available data accumulétgd from the 
International Quota Bureau (IQB) records for the year 1972 in an attempt 
to quantify the number of routed and unrouted messages to each sub-area 
destination. The attached schedule lists the sub-areas to which there is 
a significant volume of traffic and indicates, by carrier, the amount of 
routed and unrouted traffic to each major sub-area together with the number 
of messages which cannot be specifically determined as to whether they are 
routed or unrouted. 


This analysis reflects the fact that for many sub-areas the volume of 
traffic which cannot be specifically determined as to its being routed or 
unrouted is relatively small. For example, of traffic destined to Germany, 
totalling 347,000 messages, only 10,000 messages, or less than 3% of 
total traffic, cannot be identified as being routed or unrouted. We can 
further determine that at least 166,000 (but no more than 176,000) messages 
are, in fact, specifically routed. This represents approximately 50% of total 
traffic to that sub-area. It would not be unreasonable, therefore, to assume 
that 50% of the 10,000 messages are routed. On this basis along with 
experienced judgment each carrier should be able to estimate with reasonable 
precision the impact of any change in the formula. 


Even in a situation where a relatively large portion of the total traffic 
cannot be identified as between routed and unrouted a reasonable 
approximation can be made as to how much of that traffic is routed. For 
the United Kingdom, for example, which has the highest percentage of traffic 
not identified as to routed or unrouted, an analysis along the followirg 
lines would be appropriate. We can determine that at least 314,000 messages, 
or approximately 41% of the total traffic, are specifically routed. It would 
be entirely reasonable to assume that the "unidentified" traffic was made up 
of at least 40% routed messages and probably no more than 60%. - Within this 
range experienced judgments can be made by individual. carriers to produce 
acceptable estimates of the impact of any change in the Formula for traffic 
Gestined to that sub-area. 


Moreover, the example of the United Kingdom is an extreme one, whereas 
in fact the amount of "unidentified" tratfic to most of the sub-areas is 
relatively minor. Based upon the amount of routed and unrouted traffic data 
available, judicious estimates can be employed in most cases to very precisely 
segregate the "unidentified" traffic as between routed and unrouted, thereby 
affording the means where each carrier can determine the effect of a change in 
the Formula. 
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Finally, ITT Worldcom notes that some carriers have t1ged that the 
data reported to the IOB may contain errors and therefore are unusable, 
We submit that these errors, if there are any, Cannot be significant and 
should not serve to render this data invalid. Further, uifferences between 
the data reported to the IQB and to the FCC for other reporting requirements 
are largely reconcilable. At any event differences which may exist in the 
present data are likely of no more Significance than those which would 
normally be expected from using any historical data to predict future 
occurrences, given the certainty of constantly changing traffic patterns. 
These differences would occur in any presently obtained set of data, Ro 
matter with what precision the data were collected, 
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CERTIFICATE OF SERVICE 


I, Joanne E. Lucey, hereby certify that I have this 11th day of 
March, 1974, mailed by United States Mail, postage prepaid, a copy 
of the foregoing letter, filed with the Federal Communications Commission, 


on behalf of 'TT World Communications Inc., to the following: 


Mr. Walter R. Hinchman 

Chief, Common Carrier Bureau 
Federal Communications Commission 
Washington, D.C. 20554 


Abbott C. Roseman, Esq. 

Chief, International & Satellite 
Communications Division 

Common Carrier Bureau 

Federal Communications Commission 

Washington, D.C. 26554 


Carl J. Cangelosi, Esq. 

RCA Global Communications, Inc. 
2030 M. St., NW. 

Washington, D.C. 20036 


Laurence Singer, Esq. 

The Western Union Telegraph Company 
Regulatory Division 

1828 L. St., N.W. Suite 1001 
Washington, D.C. 20036 


Lee M. Mitchell, Esq. 
Sidley & Austin 
1730 Pennsylvania Avenue, N.W. 
Washington, D.C 20006 
(Counsel for Canadian Pacific Railway Co.) 
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John F. Copes, Esq. 

International & Satellite Communications 
Division 

Common Carrier Bureau 

Federal Communications Commission 

Washington, D.C. 20554 


Roger P. Newell, Esq. 

Western Union International, Inc. 
One W.U.I. Plaza 

New York, New York 10004 


Myer Rabin, Esq. 

Canadian National Railways 
P.O. Box 8100 

Postal Station “A“ 
Montreal, Quebec H3C 3N4 


Mr. J. R. Moman 

TRT Telecommunications Corporation 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 
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be*c e the 
FEDERAL COM..! “ATIONS COMMISSION 
Washington, v.C. 20554 


In the Matter of 


International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act. 


Docket No. 19660 
RM-690 


a 
To: The Commission 


COMMENTS OF RCA GLOBAL COMMUNICATIONS, INC. 


RCA Global Communications, Inc. (RCA Globcom) hereby 
provides its comments in response to the Commission's 
Memorandum Opinion and Order, (Order), 43 F.C.C. 2d 1174, on 
the basic question of whether the existing formula _ under 
which distribution of outbound international message telegrams 
is made is unjust, unreasonable, and inequitable, or not in 
the public interest and, if so, what changes in the formula 
should be made.* In furtherance of this general question, the 
Commission specified that the investigation should also 


include inquiry into the following issues: 


* The comments provided herein are without prejudice to our 
position that the requirement for a full hearing contained in 
Section 222(e)(3) can only be satisfied by an oral, evidentiary 
hearing and not by a paper rulemaking one. 
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(1) The exact manner in which the distribution of 
traffic is presently being made, broken down 
by carrier, category of traffic, and areas and 
sub-areas. 

(2) The nature, extent and reason for the existing 
| overages and deficiencies in assigned quotas. 
In this connection, each carrier shall present 
full data with respect to its overages or de- 
ficiencies, by area and sub-area, as of each 
year-end for the ten (10) years ending 
December 31, 1972, and an estimate for the 


year ending December 31, 1973; as well as the 
totals, by area and sub-area, since distribu- 
tion began under the formula. 


(3) The present defects in the formula, pointing 
out with specificity the effect of each defect, 


not only on the respondent, but also on other 
international record carriers and on the qual- 


ity of service provided to and rates charged 
the using public. 

(4) The specific amendments which should be made to 
the formula to remove each such defect, the ef- 
fect each such amendment will have on respon- 
dent, other international record carriers, and 


on the quality of service provided to and the 
rates charged the using public. 


Preliminary Statement 


RCA Globcom does not believe that it is necessary to re- 
count the various provisions of the formula or the general 
manner in which they operate. This background information 
has been provided in the Commission's Order and various 
pleadings already filed and there is no need to repeat it. 
Likewise, it is not necessary to detail the history of this 


proceeding other than as it relates to our ability to fully 


respond to the issues of inquiry set out by the Commission. 


«Jo 
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In this respect, it should be noted that RCA Globcom is 


unable to answer issues (1) and (2) insofar as they require 


the production of information on the actual distribution be- 
ing made under the formula today or issues (3) and (4) as 
they relate to forecasting effects on individual carriers of 


changes in the formula. As the Commission recognized in its 


Memorandum Opinion and Order released June 10, 1974 (FCC 74- 


565), the data base needed to answer these questions is not 
in existence. For that reason the Commission has required 
that special studies utilizing statistical sampling proce- 
dures be done so that the needed information can be accumu- 
lated. The design format of these studies has been sub- 
mitted by The Western Union Telegraph Company (Western 
Union) and is now being reviewed by RCA Globcom. After the 
design of the studies has been approved and the studies 
themselves completed, RCA Globcom will be in a position to. 
accurately comment on these issues and will do so. 

As to the general issue on the lawfulness of the formu- 
la, RCA Globcom believes that the Commission's determination 
in the Western Union Merger Proceeding, 10 F.C.C. 184 (1943) 
is still valid. In that decision the Commission found that 
the existing formula to be just, reasonable, equitable, and 
in the public interest and that it would effectuate the pur- 
poses of Section 222(e) of the Communications Act. The pas- 
sage of time has not invalidated that determination. Spe- 


cifically, we will show the following in the detailed com- 


ments below: 
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- A carrier seeking a change in the formula must first 
carry the burden of proving that the present formula 


is unjust, unreasonable, and inequitable, or not in 
the public interest. 


- The need for change in the formula must be evaluated 
in terms of the public interest and not solely 


whether an individual carrier will benefit from the 
change. 


- A change in the formula that would increase sales 
expenses of the carriers or arbitrarily: redistribute 
existing traffic would not serve the public interest. 

- If£ a change in the formula is found to be in the pub- 


lic interest, the accumulated overages and deficien- 
cies must be recognized. 


The Order Appears To Improperly Shift The 

Burden Of Showing The Unlawfulness Of The 

Existing Formula From ITT To The Other 

International Record Carriers 

After discussing the various petitions before it, the 

Commission stated that the question to be decided in this 
proceeding is whether the existing formula is outmoded and 
needs to be changed. It then asserted that “the ITT petition 
and associated pleadings make a prima facie showing that the 
current formula is or will be unjust, unreasonable, or in- 
equitable and thus not in the public interest." We submit 
that this assertion by the Commission is improper and totally 
without support. If followed by the Commission, it would act 
to improperly shift the initial burden of showing the unlaw- 


fulness of the existing formula from ITT to the other inter- 


national carriers that believe the formula ojvrates in the 
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public interest in accordance with the Commission's findings 
in 1943. Such a shift in the surden of proof, not only is 
contrary to the express provision of the Communications Act, 
but it also violates the Administrative Procedure Act, and is 
at odds with the established law that Commission orders have 
the presumption of validity. In fact, it must rest on the le- 


gally unacceptable principle that time alone will render a 
valid decision unlawful. 

Section 222(e)(3) states that whenever the Commission 
finds that the existing method of distributing telegraph traf- 
fic “is or will be unjust, unreasonable, or inequitable, or 
not in the public interest," the Commission will prescribe a 
change in the formula so that it will conform to the statutory 
Standard. In accordance with the statute, the Commission's 
duty is twofold. It must find the existing method of distri- 
bution to be contrary to the public interest and only then may 
it undertake to prescribe a different formula. 

In the past the Commission has always followed this two- 
step procedure when dealing with the formula. In its decision 
in the Western Union Divestment Case, 30 F.C.C. 323 (1961), 


the Commission stated clearly 


there are two questions to be resolved. The first 
relates to the propriety of providing for changes in 
the formula in the agreement [for the divestment] 
and the second relates to whether we can make the 
finding required by section 222(e) (3) that the pres- 
ent formula is now or, if the plan before us is con- 
summated will be unjust, unreasonable, inequitable, 
or not in the public interest. Id. at 37l. 
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The Commission then went on to evaluate the specific proposals 
before it "in light of the obligations imposed . .. by sub- 
section 222(e)(3)." Id. at 372. 

The apparent attempt to discard the first phase of the 
two-step process would immediately and improperly cast the 
burden of proving that the existing formula is lawful upon RCA 
Globcom and the other carriers opposing a change would be also 
contrary to the Administrative Procedure Act. Thus Section 
$56(e) provides that the proponent of a rule or order has the 
burden of proof unless otherwise provided by statute or rule.* 
ITT, as proponent of a change in the formula, is required to 
carry the burden of showing the existing method of distribu- 
tion found by the Commission tu be in the public interest is, 
in fact, not in the public interest. 

The language in the recent Order is at odds with the nor- 
mal presumption given to Commission orders. It must be remem- 
bered that the formula is not a mere agreement of the parties. 
It was prescribed by the Commission as being in the public in- 
terest. If the question as to its validity were raised in a 
court, there would be no doubt that its orders would be en- 


titled to a presumption of validity. See Florida Citrus 


"Section 556 is applicable to this proceeding since Section 
222 is a proceeding that can only be decided “after a full 
hearing". As we stated to the Commission in our letter of 
January 15, 1974, and showed in brief in Docket No. 19660, 
the Western Union Landlines Case, Section 222 is only satis- 
fied by means of an oral, evidentiary hearing and not by a 
paper rulemaking proceeding. 


Commission v. United States, 144 F. Supp. 517 (1956). 


There- 


feos, ‘the Commission should in this proceeding accord the 
formula, which it prescribed as being in the public interest, 
the presumption of being still lawful and should not proceed 
with the prescription of a new formula unless the existing 
one has been conclusively shown to be contrary to the public 
interest. 

The Notice gives the impression that the present formula 
is thought to be contrary to the public interest because it 
is “anachronistic", “outmoded" or just old. It is certainly 
not anachronistic and to upset it merely because it is 30 
years old must as a legal concept be rejected outright. The 
age of a Commission order does not give a presumption of in- 
validity; if anything, the contrary must be the case since 
the formula has withstood the test of time. Thus in an anal- 
egous case, the Interstate Commerce Commission found that the 
age of an existing division of revenues between two Fail care 
riers affords no presumption that it was unreasonable. New 
England Divisions Case, 62 I.C.C. $13, at 563. Lt 28 appar- 
ent that the acceptance of the opposite position would mean 
that every decision older than a certain limit, and certainly 
the Communications Act itself, would be anachronistic as well 
as prima facie unlawful. 

It is also strange that the Commission could have been 
so quick to state that a prima facie case has been made that 
the formula is centrary to the public interest since the main 
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pleading under consideration by the Commission was filed in 
1964.* Thus, it would seem implausible that a pleading could 
make a prima facie case in 1974 when it was insufficient to 
present such a case in 1964. Surely Commission inaction for 
the past ten spines indicates either that it did not feel in 
1964 or in the intervening years that the ITT petition po- 
sessed sufficient merit to justify a hearing or that the | 
Commission for ten years tolerated a formula which a pleading 
before it demonstrated to be prima facie unjust and unreason- 
able. We do not believe that the latter situation would be 
permitted to exist, much less to continue, without attention 
for a decade. One must consider then that the Commission 
misspoke when it stated that ITT has already made a prima 
facie showing. 


¢ 


The Criteria Used To Determine Whether The 
Existing Formula Is Lawful Is The Public 
Interest And Not Solely The Private 
Interest of ITT 


Section 222(e) (3) provides that whenever the Commission 
finds existing formula to be unjust, unreasonable, or ineq- 
uitable, or not in the public interest, it shall by order 


prescribe a formula which will be just, reasonable, equitable, 


*The additional comments filed by ITT on June 26, 1973 did 
not substantively add to their position or present addition- 
al facts indicating that a revision was desirable or neces~ 
sary to meet the statutory standard. 
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anc in the public interest. It is quite clear that this 
statutory standard cannot be satisfied by merely examining 
the benefits to be received by a single carrier from a change 
in the formula. Rather the change must be examined in the 
context of its effect on all of the carriers and most partic- 
ularly on the public interest. The Commission has expressed 


the statutory obligation in the following manner: 


In arriving at a formula which is just, reasonable, 
equitable, and in the public interest, considera- 
tion should not be limited to a single factor which 
may favor one particular set of interests or an- 
other. Weight should be given to the equities as 
between the various carriers, and to the interest 
of the public in maintaining the strength and ser- 
vice of all carriers which are in a position to 
render efficient economical service, or, in the 
terms of section 1 of the Communications Act of 
1934, to the development of "a rapid, efficient,*** 
and worldwide wire and radio communications service 
with adequate facilities at reasonable charges for 
the ‘purpose of the national defense," and for other 
designated purposes. Western Union Merger 
Proceeding, at 189. 


At this point, ITT has completely failed to meet tuo 
standard just described. Its original complaint *..ed in 
1964 and the supplementing letter filed on July 11, 1973 are 
limited to a exposition of why the formula waht benefit iTT. 
The effects on the other carriers are completely ignored. 

In its complaint, ITT devotes approximately half of the 
document to a recitation of the manner in which the formula 


operates. Thereafter it discusses several provisions of the 
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formula which cause it in some instances to receive less traf- 
fic than it desires. It appears that the main thrust of ITT's 
complaint is that the formula is structured in such a manner 
that it, in some way, inhibits competition. ITT states that 
under the quota system, “the harder a given international car- 
rier works to have messages routed over its facilities by sen- 
der's "Via" the less-likely it is to receive a share of the 
unrouted traffic wnich, whatever the quantity thereof, will 
always be available from the WU landlines pool." Complaint, 
page 8. 

We assume that the ITT position must rest on the dubious 
assumption that the more the carriers spend on selling activ- 
ities for the static and declining amount of international 
message telegrams the more the public interest is served. 

Such spending cannot automatically be equated with the public 
interest.* 

In Federal Communications Commission v. RCA Communications, 
Inc. 346 U.S. 86 (1953), the Supreme Court stated that the 
existence of a regulatory structure under Congressionally de- 
vised public taterest standards meant that the Commission 
could not equate competition with the public interest unless 


it could be shown to be beneficial. 


*ITT's position in the instant proceeding is at odds with the 
position it so strongly, and correctly stated in requesting 
reconsideration of tne grant of authority to TRT to serve the 
United Kingdom. There it stated that a carrier seeking Sec- 
tion 214 authorization must show that the public interest 
will be served and not only that of the individual carrier 
applying for facilities to a new point. 


WO 
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This position has recently been reaffirmed by the Court 


of Appeals when it stated: 


Looming large in the Commission's rationale, indeed, 
undeniably the key factor in its decision, is compe- 
tition. Competition as a factor might have some 
relevance to the FCC decision, if competition had 
been shown to be of benefit to the public on the 
communication routes in question. Yet it is all too 
embarrasSingly apparent that the Commission has been 
thinking about competition, not in terms primarily 
as to its benefit to the public, but specifically 


with the objective of equalizing competition among 
competitors. 


This is not the objective or role assigned by law to 
the Federal Communications Commission. As a result 
of focusing first on competitors, next on competi- 
tion, and then on the public interest, the FCC has 
given scant attention to the question of public con- 
venience and necessity, and therefore has not met 
its statutorily imposed duty. Hawaiian Telephone 
Company v. Federal Communications Commission, Case 
No. 73-1018, y. (ga (D.C. €izr., den 
cided May 3, 1974). 


¢ 

Therefore, until such time as the burden imposed by the stat- 
ute can be met, the Commission cannot change the formula. 

A Change In The Formula Which Would 

Increase Selling Costs Or Arbitrarily 

Redistribute The Existing Traffic 

Would Be Contrary To The Public 

Interest 

To properly understand why increased selling costs will 

not benefit the public through reduced rates or other means, 
it is first necessary to look at the nature of international 


message telegram service. Its most significant aspect, 


whether domestic or international, is that it is, in some 
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respects, an obsolescent method of communications. The pure 
function of communicating between two points can be accom- 
plished in most cases more quickly and/or less expensively 
by other services such as telex. 

A second important consideration is the fact that mes- 
Sage telegram service is the most labor-intensive teiecommu- 
nications service offered today. Manpower is reguired at 
many steps in the handling process whether it be the recep- 
tion over the counter at a public office or delivery by a 
telephone center designed to handle large quantities of mes- 
Sages.* The implication of this aspect is that message tele- 
gram costs will likely continue to increase. By its very 
nature, it is improbable that technological innovation, such 
as less costly cables or satellites, will have a significant 
stabilizing effect on telegram osake. 

The first of these two factors can be seen in the decline 
in outbound message volume handled by the total international 
record industry. The statistics prepared by the International 


Quota Bureau for the years 1963 through 1973 show the follow- 


ing trend: 


*RCA Globcom has, of course, made as much use as possible of 
computers to automatically handle international telegrams. 
But it is impossible to reduce the manpower required to the 
level used in telex or private line services. 
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Industry Outbound International Telegram Traffic 


Originating In The Continental United States 
—_vriginating In ees YUNICEG states 


Number of Messages 


1963 8,959,373 
1964 9,266,979 
1965 9,578,080 
1966 9,819,131 
1967 9,765,603 
1968 10,076,172 
1969 10,356,548 
1970 9,976,768 
1971 8,521,885 
1972 8,191,540 
1973 8,482,066 


AS can be seen, the message volume today is approximately 6%, 
lower than it was in 1963. Further the highest volume year, 
1969, was only approximately 16% greater than 1963. When com- 
pared with other services, such as telex and switched tele- 


phone,* these figures show a complete absence of significant 


growth over even part of the period. 

An examination of the volumes of domestic message tele- 
grams can also be informative. If it is assumed that the do- 
mestic experience reflects the longer term trend for the in- 


ternational market, then it can be seen that only decreases in 


volume can be expected. 


*For example, the interantional record carriers' total telex 
revenue in 1963 was $13.7 million as compared to $114.4 in 
i973. And, of course; the growth in terms of the number of 


calls is considerably greater since numerous rate reductions 
have been made since 1963. 
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Western Union Domestic Telegram Traffic 


Number of Messages 


(Millions) 
1963 92.9 
1964 86.8 
1965 83.3 
1966 S1.'7 
1967 77.9 
1968 74.4 ‘ 
1969 65.5 
1970 57.9 
1971 34.9 
L972 30.5 
i973 ; 226k 


The second of the factors mentioned above, i.e. increas- 
ing costs due to the labor intensive feature of the service, 
means that there is no possibility that rate reductions will 
be made in an inflating economy. Rather every possible cost- 
Saving measure must be implemented merely to maintain the ex- 
isting level of rates. 

These two factors completely distinguish the instant 
Situation from those in which the Commission has found that 
increased competition would be useful Me eh aid to regulation 
and would bring benefits to the public. In the specialized 
common carrier field, the Commission explicitly recognized 
that it was authorizing entry into “a new, relatively un- 
touched market in a field where even present demand is grow- 
ing at a very rapid rate." Notice of Inauirv to Formulate 


Policy, 24 F.C.C. 2d 318 (1970), paragraph 34. It was only 


after finding, among other things, that the potential market 


would support new carriers that the Commission decided that 


the public would benefit from their entry. Likewise, in the 


domestic satellite field, the Commission was presented with 


a new technological tool and was trying to ensure the provision 
of existing and new specialized services nore economically 

and efficiently than through terrestrial facilities. Second 
Report and Order, 35 F.C.C. 2d 844 (1972). Neither of these 
considerations found to favor increased domestic competition 


are present with international message telegram service. 


It should be emphasized that the Commission has already 


recognized that the formula services the public interest 


through restraining increasing selling costs and the deleterious 


effects thereof. It stated in the Western Union Merger 


Proceeding that the combination of routes, unrouted, and self- 


Originated traffic 


diminishes the incentive of the international carriers 
to expend effort and revenues in attempts to divert 
traffic from cach other by solicitation efforts which 
may not improve quality of service; and it also 
diminishes the necessity for these carriers to build 
up additional facilities for the collection of their 
own traffic, in duplication of existing facilities of 
the merged company. ‘These savings should contribute 
to a more efficiently and economically operated 
international telegraph system. Id. at page 191. 


These considerations are as sound today as when written in 


1943. 
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A revision in the formula which would create an incentive 
for the carriers to greatly increase their sales and related 
expens2s would not increase the quality of the service one 


whit or even the quantity of messages in any significant way. 


To date, no indication has been received that the internation- : 


al record carriers have failed to implement beneficial changes 
in the method of providing message telegrams. ITT, in its 
Original complaint, recognized that carriers have introduced 
new services and brought about the application of improved 
operating techniques under the existing formula. Complaint, 
page 3. Rather, we believe whatever benefits are to be de- 
rived from competition are already being realized. Likewise, 
we have seen no suggestion by ITT that a revision in the for- 
mula will allow it to make rate reductions for the service. 
As already stated, ITT's proposal is not directed at the con- 
suming public but rather only at its private interests in re- 
ceiving a larger portion of the market. 

Other suggestions for revising the formula would have a 
Similar effect. Thus it has been suggested that each of the 
international carriers receive 1/3 of the pool of outbound 
message telegrams. This type of arbitrary realignment serves 
no purpose and would fail to reflect that the carriers have 
geared their plant capacity, other facilities, and personnel 


requirements to the size of the existing and forecasted 
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market. If, for example, the quantity of traffic we handle 


were arbitrarily reduced by a significant percentage, then ex- 


cess capacity would be created. Yet RCA Globcom would have 


the same total costs of providing a smaller amount of traffic. 


Obviously the financial picture of providing message telegrams 


would be even worse than it is today. And exactly the oppo- 


site would happen to any carrier that received a substantial 
increase as a result of an arhitrary change in the formula. 
Its plant would be insufficient to properly handle the load of 


traffic forcing it to expand. This additional cost would have 


to be borne by the customers of the service. Yet the end re- 
sult is that the same quantity of traffic would be handled but 
with less efficiency, greater cost to the carriers, and pre- 


sumably an eventual increase in rates to the customers. Sure- 


ly, there is no public interest in this type of result. 


We, therefore, return to the basic question which the 


Commission must address: What is the basic fault with the ex- 


isting formula? It provides a method of distributing the ex- 


isting traffic; it does provide for direct routing when de- 


sired by the customer; it does use the competitive efforts of 


the carriers within limits which are recognized to yield pub- 


lic benefits; and it does give a stability to the industry 


which might otherwise not exist. In particular, the existence 


of the formula over several decades has shaped and sized the 


facilities maintained by each carrier. In return, each carrier 
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has certain provisions which uniquely benefit it. Thus, ITT 
receives all of the unrouted traffic to certain areas of the 
world. WUI has special benefits as a result of certain 
Western Union offices being considered as WUI's for the 
purpose of making the distribution under the formula. The 
total effect of these compromises is a method of distribution 


which serves the public interest. 


Any Change In The Formula Must Recognize 
The Accumulated Overages And Deficiencies 
Even though RCA Globcom believes that public interest 
requires that: the existing formula remain unchanged, the 
Commission must recognize, assuming for purposes of argum:-nt a 
change is made, that the accumulated overages and deficiencies 
represent a lawful obligation which may not equitably or 


legally be voided without the consent of all parties. 


AS was explained in the Order, an overage is the amount by 
which a carrier has exceeded its quota for any category of 
traffic to a subarea and a deficiency occurs when the routed 
and unrouted traffic turned over to a carrier is insufficient 
to satisfy the quota. ITT's accumulated overage as of December 
1973 was $24.6 million meaning that it had received that much 
in excess of the quota specified in the formula. On the other 


hand, RCA Globcom had an accumulated deficiency of $49.8 million 


as of the same date. 
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To understand the significance and legal effect of these 
dollar amounts, it must be understood that the formula is not 
the same as a carrier-filed rate or an intercarrier contract 
which has not met the scrutiny of the Commission. Rather the 
Overages and deficiencies result from a Commission prescribed 
formula which has the same force and effect as Section 
222(e) (3) itself. Once having determined that the formula 
which gives rise to these amounts is in the public interest, 
the Commission cannot then go back and state that their accu- 
mulation is contrary to the public interest and should be 
voided. A Commission order to this effect would surely be 
beyond the Commission's authority. And aside from the 
Commission's legal obligation to recognize these accumula- 
tions, there exists RCA Globcom's equitable claim for recog- 
nition that it has in good faith complied with the formula 
under the assumption that the continuing obligations as re- 
flected by the overages and deficiencies would be honored. 
Thus, if a change in the formula is to be made, the change 
must reflect the accumulated overages and deficiencies or be 
the result of a compromise solution under which the parties 
would have voluntarily relinguished their right under the 


formula in return for other benefits such carriers find com- 


pensatory. 
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Conclusion 
In view of the foregoing, RCA Globcom requests “hat the 
Commission again find that the formula continues to operate in 


the public interest. 


Respectfully submitted, 


RCA GLOBAL COMMUNICATIONS, Inc. 


s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 


Its Attorneys 
2030 M Street, N. W. 
; Washington, D. C. 20036 


July 8, 1974 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula prescribed under Section 222 
- of the Communications Act 


Docket No. 19660 ° 
RM-690 
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COMMENTS OF ITT WORLD COMMUNICATIONS INC. 


big y World Communications Inc. (ITT Worldcom) hereby submits 
its position and responses respecting the issues raised in the investi- 


gation instituted by the Commission's Memorandum Opinion and Order 
if ‘ 
(Order), released November 26, 1973, in the above captioned docket. 


The oueritl tssue to which the Commission has directed the responses 
of the parties to this investigation ls the question of whether the for- 
mula for distribution of unrouted outbound international telegraphic 
message traffic (formula), currently in use, is unjust, unreasonable, 


» 


inequitable or not in the public interest. 


1/ 43 FCC 2¢ 1174 


‘Sinkenere of Position 

The formula presently in use was prescribed by the Com- 
mission on September 27, 1943. At thattme sic Commission and 
most, if not all, of the interested carriers recognized that many of its 
terms and conditions were dictated by exigencies of the period, 
principally the concurrence of World War IL and a concern that the 
merged domestic carrier would tend to favor its international opera- 
tions. While divestment of such international operations had been 
ordered, the timing of the divestment was uncertain. It ls clear 
therefore that the formula was expected os undergo an early revision, 
at least by the time the required divestment was completed. Never- 
theless, that basic formula is still in use in 1974, over thirty years 
later, 

The continued use of this formula,with its fixed quotas tied 
to traffic distribution from a base period, over thirty years past, has 
resulted in an increasing]y arbitrary ane inequitable distribution of 
unrouted traffic. This formula does not serve the public interest; 
it must be revised. ITT Worldcom believes that a formula which en- 
courages rather than discourages competitive enterprise will best serve 
the public interest and that such a formula, &s proposed hereafter, will 


provide a just, reasonable and equitable distribution of the unrouted 


traffic. 24k 


In brief, ITT Worldcom urges the Commission to revise 
the existing formula as follows: 

(i) The fixed quotas, sxcompussine both routed and 
unrouted traffic, should be replaced by distributive system that 
allocates, ona dccoetit basis, unrouted traffic to each overseas 
point in direct proportion to the routed traffic carried to each such 
country by each carrier authorized to render direct telecraph 
message services to. such country. 

(2) The accumulated overages and deficiencies, which 
represent nothing more than a statistical measure of the unworkable 
nature of the existing quota system, should be eliminated along with 
the quota system. 

- (3) Schedule B should be recognized as an anachronistic 
market sharing agreement which should be terminated. 

(4) The designation of certzin Western Union Telegraph 


Company offices, located in international gateway cities, as offices 


of Western Union International, Inc. should be eliminated. 
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The present formula is unjust, unreasonable, 
inequitable, not in the public interest and 
must be substantially revised. 


The quotas prescribed in the 1943 formulé 
are obsolete and conceptually unsound. 


The quote balancing provisions of the present 
formula are inequitable and operate to frustrate 
the public interest and Commission policy. 


Traffic distributions based on statistical “overages” 
and "deficiencies" accumulated from year to year 
result in serious inequities and a wholly arbitrary 
allocation of unrouted traffic between carriers. 


Schedule B of the formula is an anachronistic 
market sharing device inconsistent with the 
public interest and should be abolished. 


The designation of all international messages filed 
in certain offices of the Western Union Telegraph 
Company located in gateway cities, as specifically 


-routed via Western Union International constitutes 


an unfair competitive advantage for WUI and should 
be ended. 
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Il. Attribution to the "accumulated overages and 243 
deficiencies" of any continuing or vested 
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construction of the 1943 formula and be completely 
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Formula Background 


aa 


I. Establishment of quotes 

Due to the merger in 1943 of The Western Union Telegraph 
Company (Western Union) and Postal Telegraph, Inc. (Postal) 
leaving only a single domestic telegraph eseaen, a distributive 
formula was required for allocating unrouted outbound international 
telecraph message traffic, which originated with the domestic carrier, 
among the international record carriers After the interested 
IRCs failed to agree upon such a formula; the Commission cobacribed 
the formula which is presently in use, by its Separate Report on For- 
mulas For the Distribution of International Traffic, in Docket No. 6517, 
decided September 27, 1943 (10 FCC 184). 

Pursuant to the 1943 formula, quotas were established for inter- 
national telegraph message traffic to all international destinations from 
the U.S. gateway cities (New York, Washington, and San Francisco) 
and from the U.S. hinterland. Those international destinations were 
categorized and subdivided into three major Areas and approximately 


50 Sub-areas. The Atlantic area was designated Area A, the Latin 


2/ Such a formula was specifically authorized and required by Section 
222(e) of the Communications Act. That Section provides, inter 
alia, that the interested carriers shall agree upon, or failing agree~ 
ment, the Commission shall prescribe a "just, reasonable, and 
equitable formula, in the public interest" for distribution among the 
international carriers of outbound international telegraphic traffic 
by the domestic carrier. 


American area was designated Area B, and the Pacific area wes 


designated Area Cc. With one notable exception, each inter- 


national carrier serving 4 particular sub-area was assigned a 


quota of the total outbound traffic from each of the three princi- 


pal U.S, gateways to the various 


sub-areas, and from the U.S. 


hinterland to the various sub-areas. These quotas were also 


separated by classification of tel 
dinary" and " Night Letter"). 


A carrier's quota for each 


egraph message traffic (e.g., “Or- 


category of traffic and between 


the U.S. gateways oF hinterland and each destination sub-area was 


fixed as the percentage which that carrier's traffic bore to the total 


traffic carried by all carriers duri 


period used, which still remains 


ng the base period. The base 


the same, is the calendar year 1942 


for al] sub-areas where normal operations were being conducted during 


that year. For those sub-areas where operations were suspended or 


otherwise abnormal! during 1942 (due to the war in progress), the base 


period was chosen as the most re 


cent twelve month period prior to 1942 


when normal operations were occurring. Although the quotas for each 


carrier are defined in terms of proportionate participation in total 


traffic in a market, in application, the quotas are expressed as &n 


nl 


/ RCA Global Communications , Inc. elected not to receive a quota 


~~ from any of its gateways to an 


y of the sub-areas of Areas Aand B. 
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equivalent percentage of gross international tolls. The term 
“gross international tolls" can be defined, for practical purposes, 
as to the tolls payable to an IRC for an international message, 
less the amount normally retained by Western Union for landline 


haul. Thus a given IRC would be allocated as its quota, 4 per- 


centage of the gross international tolls for a particular sub-area 


and category of traffic equal to the percentage established by its 
base period traffic. 

As already noted RCA Global Communications, Inc. (RCA 
Globcom) chose not to receive quotas from the U.S. gateways to any 
of the sub-areas of Areas A and B. That decision on the part of RCA 
Glebcom, a possible fortuitous, was to pr=ide enormously bene- 
ficial to that carrier in future ooerations under the formula, 4s will 
be excined hereafter. Ln those markets where RCA Globcom had 
chosen not to accept a quota, the quotas of the other carriers were 
vcs as the percentage vias each such carrier's traffic bore 
to the sum of the traffic carried by those carriers Nee quotas 
for the base period in question. 

II. Distribution of traffic 

In disteibuting international traffic among the international 
carriers, Western Union was required by the terms of the formula to 
nihece to the following instructions: 


(1) Routed traffic was to be turned over to the carrier of 
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the senders choice. the sender's "via" was to be honored in 
all cases. 

(2) Unrouted traffic was to be distributed in such 4 
manner as to maintain as nearly 2s practicable for each carrier 
having a quota, +ts proportionate share of gross international 


tolls pursuant to such quotas. 


Since both routed and unrouted traffic received by a carrier 
is charged against its quotas, the operation of this formula tends 
to maintain constant market shares, between carriers, at the base 
period proportions. However, the proviso that all specifically routed 
traffic be distributed in accordance with the sender's routing has often 
produced 4 substantially skewed distribution of unrouted traffic in order 
to maintain quota balance. A carrier which, because of increased 
user preference, received routed traffic in excess of its historical 
share would be denied unrouted traffic of the same category and to the 
same sub-area, toward the goal of achieving quota balance. Corre=- 
spondingly, 4 a carrier which received a lower percentage of routed 
traffic than it had in the base year would have its "deficit" reduced oy 
increased amounts of unrouted traffic. 

Another balancing feature was inserted in this formula as 4 
hedge against Western Union favoring its Cables Division prior to 


divestment. That provision requires that a carrier which receives 


routed traffic In excess of Its quota for a aiven sub-area and 
category of traffic nat anly he dented any unrouted traffietor cae 
that cateaory of traffic but-to-eemplete the "halance" must aleo 
give up unrouted traffic, to which it would >therwise have been 
entitled. far cthar categorics of traffic tn the same sub-area, 
Moreover, as an administrative measure. the International Quota 
Bureaa (IQB) hés interpreted this offset provision such that 4 
carrier which has an "overage" to a particular sub-area from a 
gateway, for example, will lose unrouted hinterland traffic to that 
sub-area, to which it would otherwise be entitled, and vice versa. 
Ill. Accumulation of "overages" and "deficiencies" 

The IOB has also determined, as edmintstrator of the formula, 
to accumulate. the statistical “overaces" anc "deficiencies" which 
are not neutralized in a given year through the balancina provisions 
of the formula, These accumulated statistical "overages" anu "de- 
ficiencies" have then been treated as current during any given period 
cf operation under the formula and an effort made again.to neutralize 
them by balancing against current unrouted traffic. For reasons to be 
explained hereafter, these accumulations of the statistical “overages” 
and "deficiencies", rather than being reduced in subsequent years, 
have grown even larger, reaching the point now that there can be no 
realistic hope of ever neutralizing them through normal operation of the 


formula. 


iy. Complaint of ITT Worldcom 
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On November 25, 1964, ITT Worldcom filed 4 Complaint 
with the Commission showing that this formula, tied 43 it was to 
quotas based upon 1943, or earlier, traffic distribution, had ceased 
to function in the public interest, operated to discourage competi- 
tive enterprise, and was causing highly unjust and inequitable 
distributions of unrouted traffic. The Commission was therefore 
urged to exert its continuing jurisdiction over the formula and to 
prescribe 4 new formula which would conform to the statutory mandate 
that the formula be just, reasonable and equitable and in the public 
interest. 

On December 13, 1972 the Commission adopted a Notice of 
Inquiry and Proposed Rulemaking, in Docket No. 19660, (38 FCC 2d 
_§43), wherein tt proposed to institute 4 general inquiry of several re- 
lated matters pertaining to the domestic handling of international record 
traific, including the ITT Worldcom complaint against this formula. On 
May 25, 1973, the Chief of the Common Carrier Bureau requested all 
interested parties to update their 1964 comments to ITT Worldcom's 
Formula Complaint. Finally, by its Order, released November 26, 1973 
the Commission explicitly set the formula for investigation. 


In January of 1974, several carriers which were party to the 


investigation sought 4 delay in the proceeding for the purpose of 


devising and conducting @ study of unrouted traffic presently 
received by each carrier. After discussions among the partici- 
pating carriers and failure to reach agreement és to the necessity 
of such a study, the Commission was asked to resolve the matter. 
By its Memorandum Opinion and Order, released June 10, 1974, the 
Commission determined that 4 traffic study should be conducted, 
but parallel to the carrier responses so as not to further delay the 


investigation. 
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Support For Position ie 


I. The present formula is unjust, unreasonable, 
tneguitable, not in the public interest and 


must be substaniially revised. 


A. The quotas prescribed in the 1943 formula 
are obsolete and conceptually unsound, 

A foul for the distribution of unrouted international telegraph 
message traffic was prescribed by the Commission in September of 1943. 
The distribution of traffic pursuant to that formula was based on quotas 
assigned each international record carrier. Those quotas, which include 
all traffic transferred by Western Union (routed and unrouted) and all traffic 
filed directly with the international record carriers, were derived from the 
proportional amount of total outbound traffic which each carrier had re- 

- ceived for a given destination and category of traffic during a base 
pericd year, which was 1942, or earlier. Almost 3! years later, in July 
1974 that same formula is still being used and the quotas based on 1942,. 
or earlier, relative traffic distributions are still in effect. For so dyna- 
mic and competitive 2 field as international record communications, 

the mere use over almost & third of a century of a formula in which dis- 
tribution is keyed to traffic statistics from a single vear at the beain- 
ning of that period provides 4 clear-and pressing araument for the im- 


mediate replacement of this formula with one established to serve the 
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present and prospective requisites of international record a 
munications and the public interest. 

An even more serious flaw in the 194.3 formula lies in the 
conceptual manner in which the quotas are applied. The quotas 
were established based on each carrier's proportionate share of 
the total outbound traffic fom a U.S. origin (hinterland or gateway) 
to a given destination sub-area, When these quotas were used in 
the distributive formula, they were again applied to all traffic re- 
received by a given carrier (1.e., routed and unrouted traffic) and with 
balancing provisions in the formula which attempt to fulfill each carrier's 
quota. This application of quotas in the distributive frente to all traffic 
rather than to Shiv unrouted traffic (the only traffic for which a distributive 
formula {s actually necessary) will to the extent quotas can be met, re- 
quire that relative traffic distribution for each succeeding year duplicate 
the base period eceseenane distribution. Thus, rather than being 4 


means for distributing unrouted traffic in accordance with some historical 
4/ 


pattern, the formula became instead a device for attempted maintenance 


of each carrier's market share at the same proportionate level as its share 


in the base period. 


4/ The attempt was not entirely successful because each carrier was 
permitted to keep all routed traffic sent to it regardless of quotas, 
and thus could exceed its base period traffic level with only routed 
traffic. 


A formula for distributing urrouted international telegraph 


message traffic which operates to preserve the market shares of 

the international record carriers from a base period of 1942 or earlier 
cannot be found to serve the public interest in 1974. The existing 
formula with its archaic quotas should be givena long overdue retire- 
ment and replaced by a formula which 1s keyed to present market 
conditions, has provision for maintaining currency with a changing 
market and which encourages, not stifles, competitive enterprise. 


B. The quota baancing provisions of the present 
formula are inequitable and operate to frustrate 


the public interest and Commission policy 
Because the quotas for the 1943 formula tamneies both 

routed and unrouted traffic, and because the formula provided for no 
discretion with respect to the distribution of specifically routed traffic 
(it was always to be distributed to the carrier chosen by the sender), 
provisions were built into the formula to shift unrouted traffic in such 
a manner as to offset increases or decoumaee in the proportionate amount 
of routed traffic which a given carrier received, we thus to maintain 
its total traffic at or close to its quota. This balancing mechanism 
‘basicatly took place in two distinct steps. Initially, a carrier was 


S/ 
allocated unrouted traffic for a given category of traffic in such amount 


s/ Throughout this discussion, unless the contrary is specifically stated, 
reference to traffic or quotas for a particular category of traffic implies 
a traffic movement from a specific U.S, origin(hinterland or aateway) 
to a particular destination sub-area. 


as, when added to the total routed traffic (i.e. direct pickups 
as well as Western Union transfers) received by that carrier for 
the game category of traffic, would equal its quote for that cate- 
gory of traffic. As can be seen, a carrier which Im proved its services 
to the user, thereby increasing its share af svecifically routed traffic 
through increasing customer lovaltv to its service. would find its 
aprarent reward for improved service lergely nullified by the operation a 
of the formula. The balancing provisions of the formula would take 
away unrouted traffic, on @ one for one basis,up to the level of a 
carrier's quota, for increases in routed traffic. Similarly, a carrier 
whose quality of service deteriorated would apparently have little 
reason to take remedial action, since the formula would provide in- 
creased unrouted traffic to bring that carrier back near its quota level. 
That there have not been substantial decradations of service 
ae the life of this formula must be attributed largely to the pro- 
pensity of most carriers to place a value on customer satisfaction 
and good will beyond the mere dollars and cents involved, and the 
expectation that this formula would soon be rexised to eliminate these 
disincentives. If this formula is permitted to remain in effect for 
very much longer, however, rising costs_for telegraph service (possibly 
higher landline divisions, general inflation, etc.) may well swing 


the balance away from a primary disposition to maintain customer 


Ze 
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good will, so that, with the disincentives of the formula, there 
exists little motivation for maintaining service quality. 

A secondary balancing provision senate when a carrier 
receives routed traffic for a particular category of traffic which 
exceeds that carrier's quota for that cateqory of traffic. Then, the 
formula requires that unrouted traffic en that carrier's quota for 
another category of traffic, but for the same U.S. origin and desti- 
nation oa -area, be taken away from that carrier and given to 
carriers deficient in quota for the first category of traffic. This 
provision was apparently included in the formula solely as a hedge 
against the possibility that Western Union might tend to favor its 
Cables Division (whose divestment was required but not yet effected), 
as by influencing customers to route messages via its Cables Division. 
’ Whether or not there astral existed a need in 1943 for this proviso, 
such a need of requirement certainly ended in 1962 when divestment 
of its Cables Division was finally sia taint by Western Union. 

Because quota imbalances were not always corrected by offsets 
between categories of traffic, the IQB has “interpreted” the formub to 
extend the quota offset concept so as to offset quota imbalances against 


- 


6 
unrouted traffic from other domestic points of origin” Whereas the 


6/ This “interpretation” was opposed by ITT Worldcom, 4 position 
it has continued to maintain. 


formula provides for quote balancing by shifting unrouted traffic 
between categories for the same traffic routing, the IQB interpreta~ 
tion expanded this concept to permit unrouted traffic received at a 
gateway to be used to offset quota imbalances in hinterland traffic 
received by 4 particular carrier for the same destination sub-area, 
and vice versa. 

These quote balancing provisions just described con- 
stantly seek to maintain or restore the same relative traffic distribu- 
tion among the IRCS 4s existed in the base period year (1942 or earler). 
Such a concept of preserving fixed market shares, ad (infinitum, 1s 
both contrary to the Commission's policies encouraging competitive 
enterprise and is demonstrably not in the public interest which bene- 
fits from healthy competition. 

Many factors undoubtedly influence the nature and quality of 
communications services provided to users, but one very important 
factor is the belief or expectation that 4 given carrier's relative share 
, of the traffic ina market will be rather closely related to the quality 
of its service in that market - 1.e., improvements in service quality 
generally produce increases in market share. Use of the existing 
formula, however, tends to frustrate this expectation, through its 
rather artificial redistribution of traffic. Any traffic st from im- 


proved service, OF loss from poor quality service, will tend to be 
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neutralized by operation of the formula. Unrouted traffic will be 
reduced for a carrier gaining other traffic and increased fora carrier 
losing other traffic. } 

Fortunately, the international record carriers have not suc- 
cumbed to the formula disincentives and the formula era has, by and 
large, been marked by healthy and often vigorous competition among 
the IRCs, despite these disincentives to such competition. As earlier 
explained, this fact can be largely attributed to the overriding dis- 
pogition of most carriers to provide hich quality service in the interest 
of favorable customer relations, sartioubely since many of those tele- 
graph customers will also be customers for other services offered by @ 
carrier. In addition, because of limitations in the amount of unrouted 
traffic available, the balancing provisions of the formula have not been 
entirely successful in either negating gains or compensating for losses 
from the base period traffic proportions. In some instances, too. 4 
carrier may attempt tc secure routed traffic based on the probability that 
any return message would also be routed via it; this factor would, how- 
ever, also aoply to any unrouted traffic actually received. 

Although competitive enterprise seems to have survives the 
disincentives of the formula, it is quite within aaeumils of reason to 
believe that the public micht well have heer even hetter served ina 


competitive environment free of these disincentives. Equally important, 


while the competitive spirit may have remained intact, the fruits 
of such competition under this furmula are gross distortlons and 
serious Incqulties tn the distribution of unrouted trafflc, as des- 
cribed more fully in the next section. Relative mdrket shares have often 
changed dramatically since the formula's inception in 1943, due to 
the existence of this competitive spirit. Yet the formula, rather 
than reflecting these changed market conditions, continues, after 
over thirty years, its efforts to restore the same relative traffic dis- 
tributions existing in the base period year of 1942 or earlier. The net 
result of course, is that those carriers who have served the vublic 
well and improved thelr market share are in effect Seiatiset tay their 
successes by being largely denied any unrouted traffic. 
C. Traffic distributions based on statistical "overages" 

and "deficiencies" accumulated from year to year 

result in serious inequities and a wholly arbitrary 

allocation of unrouted traffic between cérriers 

The failure of the 1943 formula to acheive its asbaepins goal 

of maintaining traffic for each carrier proportionally constant at the 
base period can be principally attributed to the followina factors. 
First, each carrier was seceauas under the formula to keep all traffic 


specifically routed to it, regardless of quota; and second, competitive 


enterprise among the carrier's, while perhaps somewhat stifled by 
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the formnla, was certainly not eliminated. As acesultofa con- 
tinuing competitive spirit, various carriers in various markets 
attempted, often successfully. to improve their relative market 
shares, in spite of the disincentives to such which were built into 
the formula. These successful market improvement efforts caused 
the correlative effects of increasing the amount of routed traffic 
which must be offset by shifts in unrouted traffic towards the: goal of 
quota balance, and at the same time reducing the total pool of unrouted 
traffic available for such balancing offsets (i.e. , much of the traffic 
gain by specific checlars resulted from conversion of formerly unrouted 
traffic to specifically routed traffic). It did not take long for instances 
to occur where, even with all of the balancing provisions built into the 
formula, a carrier would accrue 4 sufficient excess of specifically 
routed traffic that an offsetting adjustment for quota balancing simply 
could not be made because of lack of eouparabie unrouted traffic in 
: sufficient quantity. A quota imbalance was then created for which 
no neutralizing means existed under the formula. 

Responding to the dilemme. the IOB produced yet another 
administrative “interpretation” of the formula. A quota imbalance 
(generally called an “overage” where traffic received exceeds quota, 


and a "deficiency" where less traffic is received than quota), which 


could not be neutralized in the year of occurrence would be carried over 
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to the next year in an attempt to neutralize it with unrouted traffic 
from the new year. Whatever the merit or lack thereof in this effort 
to thwart the will of the market place in order to maintain the base 
period market shares, the particuler means adopted to this end must 
. be fudged a colossal failure. Moreover, this result was, or should 
have been, fairly expectable. 

The root cause of the developing overages and deficiencies, 
as already explained, lay in traffic shifts resulting from competition 
_ between carriers and a shrinking pool of unrouted traffic with which to . 
offset those shifts. Therefore the Bureau's destin to carry over 
these imbalances into a new year must have been predicated on the 
scsaneeen. perhaps only a hope, that the future would bring either an 
increase in the unrouted traffic pool or a re reversal of the shifts 
in routed traffic which had been occurring. In retrospect, at least, the 
former was clearly unrealistic. While perhaps experiencing same 
levelina.off, there has been no reversal of the trend of unrouted traffic 
to decrease as 8 percentace of total traffic. Secondly, the traffic shifts 
contributing to these Imbalances largely resulted from inroads made by 
carriers having a minority position in a market, into the traffic share of 
heavily dominant carriers. Short of unlawful predatory action on the part 


of such dominant carrier, there would be little reason to expect these 


shifts to be reversed. Nevertheless, these carry-overs were continued 
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v/ 
and the rest is history. As these imbalances were carried over 


year after year, seldom was there any reduction, but instead they 
frequently grew larger as new {mbalances developed in @ current 
year had to be added onto those carried over from previous years. 
Finally, with the sieiiieclana quota imbalances growing 
ever larger, what little remaining rationality existed in the distribution 
mechanism of the formula was effectively eviscerated in an apparent 
last ditch effort, on the part of the IOB to restore an orderly traffic 
distribution. In all markets where a carried forward (hereafter "cumu- 
ative") quota imbalance existed (which were becoming increasingly 
numerous), unrouted traffic was thereafter to be distributed in accordance 
with a net Imbalance between hinterland and gateways for traffic to 4 
given sub-area, Under this concept, ‘ carrier, for example, with 4 
cumulative overage from the hinterland to a particular sub-area oe 
well over its quota to that sub-area) may still be given unrouted traffic 
tc that sub-area if its has a gateway deficiency to that sub-area greater 
than its hinterland overage, a net deficiency. Of course, it will also 
be receiving unrouted traffic from the gateway. Correspondingly, the 
carrier or carriers with a catewsy overage to that same sub-area and 
a hinterland deficiency, netting to an overage, will receivé no un- 


routed traffic to that sub-area from either hinterland or gateway. Thus 


7/ See discussion under Specific Response to Commission Issue 2, 
Appendix Issue (2), p. 1-8. 
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no longer is traffic distribution even keyed to maintenance of 

some historic traffic pattern, but rather the formula administration 

has evolved into a distribution based solely on a series of statisti- 

cal abstractions that, for most sub-areas, allocates all unrouted traffic 
to a single carrier; moreover, those statistical abstractions, even in 
their most meaningful context evirce little more than the wholly un- 
workable concept underlying this formula. A more arbitrary approach 

to unrouted trsffic distribution can hardly be imagined. And after 
thirty years oi attempting unsuccessfully to make this formula workable, 
it ig manifest that lts further use can only result in increasingly arbitrary 
and inequitable distributions of traffic. 

To sum up, for a carrier which exercises the “poor judgment" to 
offer 2 superior service which results in increased patronac~ for its 
specific service. an offsettina reduction in the unrouted traffic. which 
it would otherwise receive, is excised by the balancina provisions of 
the formula. Moreover, with the existing administration of the formula, 
such a carrier will not only lose unrouted traffic in the year in which 
a traffic gain is made, but also for every year thereafter unless and until 
thé newly acquired traffic is either lost or given upto another carrier. 
And the carrier that enjoys increasing traffic for more than a few years 
in succession will likely find all unrouted traffic taken away, with 


virtually no likelihood of regaining any. of it. The inequity d such a 
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system, which severly penalizes superior service by,and customer 
loyalty to 4 carrier, should not require further elaboration. 


D. Schedule B of the formula is an anachronistic 
market sharing device inconsistent with the 


public interest and should be abolished 

Schedule B of the formula provides for the transfer of approxi- 
mately 60% of the messages in WUI's quota for sub-areas of Area A 
to be transferred to RCA Globcom in accordance with a special agree- 
ment between RCA and WUI which was incorporated into the formula. 
This acreement represents, more or less, 4 novétion of a contract 
existing between RCA and Western Unior_ (whose Cables Division be- 
came WII) prinr te the time the farm la_came into being _ which provided 
for certain recipracal exchanges of traffic between the two companies. 
Althouch TTT Worldcom has no direct interest in the traffic transferred 
pursuant +‘ Schedule B, it believes thet the public interest is generally 
ul served by market sharing acreements such as this, and absent strong 
countervailing considerations. the Commission should require cancella- 
tion of this acreement 

It appears that the only basis for the ayreement being entered 
into in 1943 derived from the unexpired traffic exchange agreement 
between RCA and Western Union prior to the formula. Certainlv the 


use of Schedule B over the last thirty years has to be considered good 
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and sufficient consideration in satisfaction of whatever con- 
tractural obligation may have existed at the inception of the agree~ 
ment in 1943, Schedule B thus encompasses an agreement for the 
allocation of market shares which negates competitive enterprise 
and is therefore contrary to the public interest and for which there 
exists no apparent offsetting justification. ' The Commission is 
therefore urged to exclude Schedule B or any like private, market- 
sharing agreement from the formula which it hereafter prescribes. 
E. The designation of all international messages 

filed in certain offices of the Western Union 

Telegraph Compeny located in gateway cities, 

as specifically routed via Western Union 


International constitutes an unfair competitive 
dvantage for WUI and should be ended. 


advantage for WU! 3n¢ 5° 


In its decision approving the divestment by Western Union 
of its Cables bi ctelon. to become the independent carrier, WUI, the 
Commission determined that WUI should be given all traffic filed at 
Western Union offices south of 60th Street in Manhattan and at two 
Western Union offices in Washington and two such offices in San 
rrancisco, as specifically routed via WUI (30 F.C.C. 323, 1961). 
This dacisian, which had the effect of permitting WUI to use those 
Western Union offices as its own gateway pickup facilities and thus 
be spared the burden of opening its own offices to compete with the 
other IRCs, was largely predicated on the Commission's belief that 


WUI required this advantage at the time to be competitively viable. 
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Over thirteen years have now passed since WUI first 
entered the international record communications arena. Whatever 
may have been its competitive limitations in 1961, WUI today is 
clearly a viable, agaressive competitor for the other IRCs. Con- 
sequently. its continued use of Western Union gateway offices as 
{ts own, results in an unfair and unnecessary competitive advantage 
vis a vis other JRCs. Not only does WUI avoid much of the nae 
of maintaining its own offices, but by receiving all international 
messages received at those Westerm Union gateway offices, WUI 
“fosters confusion on the part ofthe pubile and some Western Union 
employees, as to the appropriate means of routing, or nak soutine, 
traffic via a particular international carrier. 

ITT Worldcom submits that WUI has, In its 13 year existence 
become a strong and viable competitor in the international record field, 
and therefore that its gueciel status should he ended and that it be 
required to open its own gateway offices and compete on equal terms | 


—with other international record carriers. 
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li. Attribution to the “accumulated overages and 
deficiencies" of any continuing or vested interest 


would require a strained and illogical construction 
of the 1943 formula and be completely contrary to 


the public interest. 
Given.the conceptual flaws leading to, and the arbitrary and 
- inequitable distributions of traffic flowing from, the continuous ly 
accumulating quota imbalances in the existing formula, it is axiomatic 
in ITT Worldcom's view, that the formula prescribed by the Commission 
as a result of this proceeding will be designed to avoid any such continuing 
imbalances. As an example, the toons proposed hereafter by ITT 
Worldcom -- distribution of unrouted traffic in proportion to each carrier's. 
routed traffic -- would provide for quotas applicable only to unrouted traftic 
and defined in such a manner that all unrouted traffic is precisely allocated 
with no possible shortfall or excess of the traffic “due" to a particular 
carrier. 

Because of the near astronomical imbalances which today 
characterize the existing formula and the resulting badly skewed dis- 
tributions of unrouted traffic which have evolved from the IQB's effort to 
reduce those imbalances, many instances exist where one or another 
carrier is heavily favored by the traffic distribution to various sub-areas. 
Some of these carriers. purely as a matter of self interest. can be expected 
to challenge any changes in the formula which affect their favored traffic 


distribution. Facing the strong likelihood that the Commission will 


prescribe a new formula which abandons most, if not all, of the archaic 


and inequitable distributive aspects of the old formula, those carriers 
can be expected to urge as & fallback position, that a continuing or 
vested interest in those Statistical imbalances inures to their benefit, 
es must either be “ liquidated" or carried forward to the new formula. 
This hypothesis is patently absurd. These accumulated imbalances do 
not represent gained or lost traffic for which a liability or a chose in 
action is created by the formula Rather they are nothine more than a 
statistical_renres entation of the failure of a concept underlying the 1943 
focmula, that of maintaining proportional market shares constant over a 
long period of time for a dynamic, competitive industry. As sucha 
historical measure of the unworkable nature of that formula, these 
statistical abstractions should, like all other out-moded characteristics 
of that formula, be simply relegated to history, upon the prescription of 
a new formula by the Commission. 

In order to establish any credibility for a thesis that the 
accumulated quota imbalances, which now characterize the formula, | represent 
Kester interests for the carriers to which they ere attributed, it would be 
necessary to show that the Commission, in prescribing the formula in 
1943, intended that the quotas therein established be, not merely a 


goa} toward which the unrouted traffic would be distributed in such a 


manner as to approach as nearly and often as possible, but rather would 
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operate as an absolute guarantee to each carrier of receiving its quota 
share of traffic at all times and ‘under all conditions. At this point, 
suffice it to say that, aside from the fact that a prescrintian.of fixed 
market shares is the antithesis of competitive enterprise, which the 
Commission has long championed, such an argument is belied by both 
the actual content of the formula and by the Commission's statements 
and actions in prescribing the formula. 

It is significant that the formula establishes quotas based upon 
total traffic received by a carrier but only permits unrouted traffic to be 
shifted in pursuit of those quotas. When all specifically routed traffic 
was to be given the carrier so chosen, it cannot have been a 
on some occasions the specifically routed traffic might exceed quota. 
The very existence of the balancing provisions suggests the same likelihood. 
However. if the Commission had intended that the formula overate to fix 
absolutely and interminably each carrier's proportionate market share, 
it would not likelv_haye chosen .method.which could be foreseen to 
be so highly inefficient, as opposed to simply shifting all traffic as re- 
quired to maintain the fixed shares: and given such anintent. the 
Commission could not he expected to have held anv comounction toward 
taking away specifically routed traffic from any particular carrier. That 
this was not the Commission's intent is further_illustrated by the long 


period which the formula has heen in use with ever increasing quota im- 
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balances. If the Commission had intended the maintenance of pro- 

portionate market shares at the base period level, it would never 

have permitted these proportions to reach such a severe imbalance. 
Moreover, in its order prescribing the formula, the Gonmission 

evinced some concern that the public er lose some of the benefits 

which competition has historically brought, but concluded that 

"( while ] overall competition may be lessened as a result of the 

organized distribution of traffic, ...we intend to maintain careful 

surveillance over the opera tions of the international telegraph carriers 

to assure that progress in providing efficient and economical service . 

in the field will continue" (10 F.C.C. 195, emphasis added). Ifa 

fixed copteet share_bad heen auaranteed each earier hy overation of the 

formula, with legal rights and obligations attaching to such shareg shen 

-competition. rather than being merelv lessened as concerned the 

Commission, would instead ae been completely eliminated. In addition, 

given the Commissicn's expressed intent to closely monitor the formula, 

it would defy credulity to believe that the Commission could dis- 

vee tennenly watch for over thirty years the ever mounting quota imbalances, 

without giving notice to the various carriers who were in overage 


positions that they must be prepared to "give back" all extra traffic 


accrued since 1943, if such had been the Commission's intent. 
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It is worthy of note also, that in rate proceedings over 
the years it was never suggested that a carrier's "creditor" or "debtor" 
status, as the case may be, in relationshio to formula imbalances, 
was a factor for consideration in determining revenue requirements. 

And such imbalances were never recorded in carrier accounting systems 
as a deferred receivable or contingent liahility. 

A construction of the existing formula which ascribed a legal 
or vested interest in the accumulated quota imbalances would, as shown 
hereafter, severely frustrate the public interest. A carrier which,;—ewen 
inadvertently -had nravided a hetter serviceand attracted additional 
traffic would have act at its reril, incurring 2 legal liabilitv to make 
whole other carriers who had attracted proportionally less traffic; hence 
an immense disincentive would exist against any form of competitive 
enterprise - the carrer vente be ina position of nothing to qain,all to 
lose. Secondly, iti large imbalances which have accumulated since 
1943 cannot realistically be "liquidated." An overage carrier could 
not simply give b.ck traffic to a deficiency carrier; and a lump sum 
settlement, even assuming legitimacy, would at a minimum require an 
exhaustive analysis to determine net amounts for every occurrence of 
a quota overage. Additionally, any attempt to engraft the existing 


quota imbalances onto a new formula would, at best, result in an 
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indefinite continuation of the wholly arbitrary distribution of unrouted 
traffic, which those imbalances have already produced in the existing 
formula: conceivably such an engrafting-would-Lreversibly hias a new 
formula awav from_a_just, ceasonable ans eguitable distribution of traffic. 
Finally, it is important to recognize that both the accumulated 
imbalances themselves and unknown ere contained in these statistics 
owe their existence largely to the fact that, contrary to universal 
agspenions , the formula did not undergo revision within a few years after its 
inception. Two of the formula provisions are especially notable in this 
regard. The quota balancing offset placed in the formula to 
discourace Wester Union from favoring its Cahles Division, and which 
largely accounts for the existence of the "overage" and "deficiency" 
concept, was expected to he eliminated as soon as divestment occurred. 
Of course, divestment was expected to take place shortly after the 
merger in 1943. The other provision, the absence of quotas for RCA Glob- 
com from its gateways to Areas A and B, which eliminates RCA Globcom 
traific in the gateways “rom being eae , one way or the other, in 
determining overage and deficiency positions and thus introduces _ 
unknown bias ‘ote these statistics. was similarly expected to be revised 
or eliminated within a short period of time, as experience was gained under 
the formula and competitive positions became somewhat more balanced. 


Were the Commission to now create vested interests from these 


statistical imbalances, it would not on'v dramatically multiply 
the already existing inequities in this formula, but would also 
amount to a repudiation of the expectations of the Commission 
_and the carriers in 1943 that this formula ees be changed as soon 
as the wartime conditions had stabilized, or as soon as industry 
conditions changed. 

For both the conceptual reasons and practical considerations, 
the Commission is respectfully urged to find that the use of these 
statistics to establish any sort of vested interestor handicap in 
the future distribution of outbound unrouted traffic would be unjust, 


unreasonable, inequitable and contrary to the public interest. 


III. The junds quota system should be replaced 
by a formula that allocates unrouted inter- 
national telegraph message service in proportion 
to routed traffic received by each carrier. 

In its 1964 Complaint,ITT Worldcom urged that the existing 
formula be replaced by one which eliminates "quotas" 4s such and 
distributes unrouted taffic equally among all carriers having authority 
to directly serve a given international destination. While this basis 
for distributing unrouted traffic has the virtue of simplicity of 
administration, allocation of unrouted seaitie in proportion to s pecifically 
routed traffic as recently urged by TRT Telecommunications Corporation 
(TRT) may provide a more logical basis for distributing the unrouted 
traffic and appears more in keeping with the Commission's emphasis 
on the encouragement of competition among carriers. This approach, 
distributing unrouted in proportion to routed traffic, would larcely reverse 
the concen disincentives of the old formula. Such an allocation of 
unrouted traffic would give due recognition to the competitive results | 
achieved by the carriers and would promote competition relating to the 
quality of services. To the extent that customers of telegraph message 
services ‘vote' for a given carrier by using its services, that carrier 
would benefit from an appropriate share of the revenues for routed and 


unrouted traffic. 
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The TRT proposal, as understood by ITT Worldcom; would 
allocate unrouted traffic in proportion to routed traffic by carrier and 
by destination country - 1.e., unrouted outbound traffic to a given 
country would be distributed to the carriers serving that country in 
proportion to the routed traffic which they each carried to the given 
country. TRT has also urged that routed traffic from the gateway cities 
should be excluded from the totals used to allocate unrouted traffic, 
in the belief that inclusion of the gateway routed traffic would unfairly 
bias the unrouted traffic distribution against smaller carriers, such as 
TRT, who lack the “favored gateway status" of the larger international 
carriers. 

ITT Worldcom supports the TRT proposal that the unrouted traffic 
allocation be made in proportion to routed traffic, and urges that such 
distribution be-or-e country—by-country basis amona ses authorized 
to crovidil diceataeeeiges to such countries. Distribution by country 
should assure that the competitive stimulus and public benefits upon 
aia this allocation is premised are avaliable and applicable to all 


markets and users. To do otherwise, i.e., distribute total unrouted traffic 


to all foreign destinations in proportion to the total routed traffic to all 


foreign destinations would create a strong incentive for a carrier to 
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concentrate traffic development efforts and corresponding service 
improvements in & few high density markets which could be expected to 
produce a volume of routed traffic equal to or greater than that obtained 
by spreading traffic developmental efforts over the whole spectrum of 
markets and users, and at less total expenditure of resources. This 
would sppear to result in undue preference to the high density markets 
and unreasonable prejudice against the smaller markets. In addition, 
allocations on an overall basis would likely result in @ skewed traffic 
distribution, not unlike that pres ently Sneek by operation of the 
, IQB. Rather than attempting to apportion unrouted traffic for a given 
country among carriers authorized to serve that country, it might well, 
as a matter of administrative convenience, assign all traffic for a 
country_to_ane carrier, all traffic for another country to a second carrier, 
“and so on,-just being sure that, overall, each carrier received its 
proportionate amount of total traffic. Given that the cost to revenue 
ratio for a message.willvary somewhat between countries ‘and that traffic 
returns are more likely from some countries than others, such an 
arbitrary allocation methodology would carry forward much of the in- 
equity existing in the present formula. 

While no allocative system wey be said to guarantee absolute 


equality of treatment for all users and all markets, ITT Worldcom suggests 
that a proportional allocation of unrouted to routed traffic at the individual 


market level is considerahly more likelv to provide such equality than is 
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one which practically invites a carrier to concentrate its resources ina 
few larae, dense markets. or the IOB to administratively slip back to a 
distribution containing many of the inequities of the existing formula. 

The proposal by TRT that gateway routed traffic should be 
excluded from the routed traffic total ve purposes of allocating 
unrouted traffic should not be adopted. Such an exclusion would produce 
at least as great a bias against the IRCs who have significant operations 
in the gateways as is allegedly created in favor of those carriers by 
the inclusion of the gateway routed traffic in the total. In the interest 
of compromise, however, ITT Worldcom would be prepared to accept 4 
modification of the TRT position to exclude self generated traffic | 
(i.e., traffic filed at the IRC offices) in the gateways (including TRT 
gateways), but not routed traffic from Western Union. With this 
modification unrouted traffic to each destination country would be allocated 
between carriers in proportion to all routed traffic filed with Western 

, Union for each such destination. 

Turning to the administrative aspects of the proposed formula, 
the allocation of unrouted traffic in proportion to routed traffic probably 
cannot be done on a "real time” basis . Therefore, some historical period 
of routed traffic must serve as a basis for allocating present unrouted 


traffic. However, to avoid the gross distortions of the competitive 


\ 
realities of the market place, as has been observed through the use of 


the existing formula, and to assure the competitive stimulus which should 
characterize the new formula, it is essential that the historical “base” 
for unrouted traffic distribution be periodically updated to keep the 
unrouted traffic distribution in step with changing market conditions. 
To provide for this necessary updating and to also allow some time lag 
for the administrative computation of allocation percentages, bs wy 
Worldcom suggests that new unrouted traffic allocations be established 
every six months beginning January 1 id July 1 of each year, and 
using as a base period the parallel six month period for the previous 
calendar year. Thus, for example, the unrouted traffic to a given 
destination for the period January - June 1975 would be allocated to 
the various carriers authorized to directly serve that destination in 
direct proportion to the percentage of routed traffic which each carrier 
received during the period January - June 1974. As can be seen, this 
methodology not only keeps the allocation of unrouted traffic closely 
responsive to changes in routed traffic but also provides a reasonable 
pene’ (six months) between the =r of a given base period and the 


start of the period during which that data will be us ed for unrouted traffic 


aliocation, so that data compilation, computation of allocation percentages 
for each carrier, reproduction, and other necessary administrative tasks 


can be carried out. | 


SUMMARY. 


Tnat the Commission prescribed a formula In 1943 which 
effectively carved out market shares and essentially eliminated 
competitive stimulus to new traffic development can be attributed 
largely to uncertainties associated with the concurrence of World 
WarlII. Because there was no way of knowing at that time just 
what course the war might take or what communications exigencies 
“might be brought to the fore, the Commission seemingly adopted the 
position that the status quo should not be disturbed, but that an 
early revision was likely because of changed conditions following 
the ending of the wer. That this was the Commission's view Is 
supported by its opinion approving the 1943 formula (10 FCC 184) 
where it said, at 196; 


‘wwe have considered a proposal made by RCAC, in which 
the other carriers do not concur, that the basic formula set forth 
in exhibit 306A should be adjusted in the future to reflect future 
changes in the relative amounts of in-bound overseas traffic 
. handled by each of the carriers.. .The proposal appears to be 
directed principally to traffic with occupied Europe and Pacific 
areas controlled by the enemy, since future over-all increases 
in such traffic are most likely, as communications with these 
areas is again established. In essence, then the RCAC proposal 
seeks to determine now the policy and principles which will be 
applied at some time in the future under a changed factual situa- 
tion, the nature of which cannot now be determined. International 
communications conditions are unsettled during this global war. 
As the war progresses, the concentration of communications will 
shift from area to area. We cannot undertake to determine now the 
desirability of an adjustment in the distribution formula which by 
its nature cannot take effect until a time when the entire world 
communications picture may be profoundly altered. If the provisions 
aiready embodied in the formula for distribution of reestablished : 
traffic are not adequate to deal with the problem when it arises, we 
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will review the matter in the light of all the facts, which are now 
unknown and will then be available, The end of the war may 
require a major revision of the formula which we have approved, 
and we do not desire to prejudge the tssues which may then arise, 
by premature action at this time." 

The Commission's action in 1943, in prescribing a formula 
which seemed to establish, as a goal, the mairitenance of fixed 
market shares among the international record carriers and the con- 
sequent elimination of competitive effort, even though expressing 
concern about lessened competition, occured because; 

(1) there was general agreement among the affected 
carriers on the major provisions of the formula; 

(2) the country, and its communications facilities were 
involved in a period of great national stress; and 


(3) the Commission and the carriers expected an early 


revision of the foraula to reflect changed and changing conditions. 


Even if the Commission had concluded, as a matter of policy 
in 1943, that a formula which so stifled competitive effort was required 
to satisfy the statutory criteria that the formula be just, reasonable, 
equitable and in the public interest, it had clearly become of the 
opposite view in 1951 when it approved the divestment by Western 
Union of its Cables Division, which wes to become WUI. In its 
opinion there (30 FCC 323, 382) the Commission said: 

"WU International will have its. interest in certainty and lack 
of argument satisfied. Its fears that its share of traffic will be ad- 


versely affected by divestment will be allayea@ and its starting 
revenue position protected. What will happen in the future will,of 


course, depend on the competitive efforts and effectiveness of the 
Ses ae ne a Ca ee eee 


hd 
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carriers, That, however, will be the natural and proper ss 


of operating in a competitive society”. (emphasis added) 


See also the Commission's endorsement, in 1955, of competition 
among the international radio-telegraph carriers in Mackay Radlo 


| and Telegraph Co. 19 FCC 1321, 1349-50 (1955) (Conclusion of 


Three Circuits Case). And evena casual observer of the Commis- 
sion's mations in recent years would have to conclude that the 
Commission's current policy strongly favors competitive enterprise 
among various communications carriers. See for example, the 
Sawiiseibels opinions in American Telephone and Telegraph Co. 
(TAT-4), 37 FCC 1151 (1964); Use of the Carterphone Device in 


Message Toll Telephone Service, 13 FOC 2d 420 (1968); Specialized . 


Common Carrier Services Inquiry, 29 FOC 2d 870 (1971); Establishment 
of Domestic Communications-Satellite Facilities by Non-governmental 
Entities, 35 FCC 2d 844 (1972); Tropical Radio Telegraph Co. (Service 


to Italy), 35 FOC 2d 950 (1972). 


Nevertheless, a formula for distributing unrouted inrnatieanl 
telegraph message traffic, prescribed in 1943, which was clearly in- 
tended be revised within a few years remains in use today. Moreover, 

| the quota system established by that formula is completely contrary to 
i. the Commission's regulatory policies toward the encouragement of com- 


petitive enterprise, and produces severe inequities in the distribution 


of traffic among tiie participating carriers. That formula must be excised 


as a control of international record communications market 


shares. 
The Commission ts urged to prescribe & now formula 
which provides reasonabs incentives for competitive enterprise, 
_ is protected against stagnation due to the use of out of date 
bases for distributing traffic, {s unencumbered by any ghosts from 
the past, and is otherwise just, reasonable, equitable and in the 
public interest. ITT Worldcom suggests that these goals will be 
achieved by a simple formula which distributes unrouted traffic 
to each overseas point to carriers authorized to provide direct 
services to such points, in proportion to the outbound routed traffic 
handled by each such carrier, based on traffic statistics used for 
ag veteicdsie andatienn wale are updated semi-annually. 
Respectfully submitted, 
ITT World Communications Inc. 
LE 
Howard A, White 
‘ 
ie 


John A. Ligon 


By 


Its Attorneys 
67 Broad Street 
New York, N.Y. 10004 
Of Counsel: 


John F, Gibbons, Esq. 


Dated: July 8, 1974 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 
International Record Carriers' Scope } Docket No. 19660 
of Operations in the Continental ) 
United States, Including Possible ) 
Revisions to the Formula prescribvec ) 
. under Section 222 of the Communications) 


{ 
| 

Act. 
- fo: The Commission 


UN 


COMMENTS OF WESTERN TON INTERNATIONAL, INC. 


Western Union thiewwsd densi: Bo oae (WUT) hereby 
submits its Comments and Memorandum of Law in response 

to the Commission's Memorandum, Cpinion and Order 

released June 10, 1974, which requested the parties to this” 


proceeding to comment upon the proposed revisions to 


the International Formula for dis#ribution of outbound 
international cablegrams filed with the domestic telegrach 
| carricyr. 
| The present proceeding is an Lenoceene and 

far reaching investigation. It will affect the distrib- 
ution = handling of approximately four million messages 
per year, and potentially could affect the viability and 
economic well being of all of the international record 


carriers for years to come. It is 9f vital importance 


therefore that all proposed revisions to the International 


Formula be examined with the greatest of care. Changes 


made in the Formula could have more extensive and long- 


my pe 


Commission's recemt actions in the international field. 

The principal factor to ce considered in 
connection with the proposed revisions is that the 
Formula has operated successfully for many years. Having 
withstood the test of time, it should not be changed with- 
out a strong showing shat the public interest is being 
significantly harmed by its current operation. In order to 
‘make its statutorily required finding thet the Formula 
nas now become “unjust, unre2sonacle or inecuitecie, or 
not in the public interest (§222(¢)(3)",. the Commission 
must nave positive proof of significant, lasting Gamage 
to the public interest. 

No carrier proposing revisions has come for- 
ward with the necessary proof that the public is being 
Pure. All carriers, operating under the Formula are 
successfully and efficiently transmitting the traffic: 
the Western Union Telegraph Company (WUTeiCo) procedures 
for distributing unrouted messages are operating satis- 
factorily and without undue delay in most instances; and 
the staff of the International Quota Bureau are impartial, 
experienced, and skilled in the administration of tne 
Formula. In the face of all the indications that it is 
operating smoothly, the Commission should be hesitant 
indeed before tinkering with it. 

The only substantive allegation that the 


Formula is cefective relates to the fact that “overages” 
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«> « 
sums of many millions of dollars. However, this ‘Us an 
jllusory problem. These paper amounts derive from tne 
fact that the Formula requires tnat each carrier should 
receive a certain percentage (based on 1942 traffic 
distributions) of the total traffic to each sub-area, 
including routed and unrouted transfer traffic, and car- 
rier pickups. Since all routings by subscribers must te 
honored, in order to preserve the rignt of choice, 
unrouted traffic subject to distribution pursuant +o 
formula is sometimes insufficient in some suod-arees %o 
enable each carrier to obtain its prescribed quota, 
resulting in "deficiencies" for those subd-areas. 
ne dollar emounts of the "deficiencies" nave 
no real significance, except that, taken sub-area by 
sub-area, they provide an indication to the Internétional 
Quota Bureau or which carrier shculd te receiving unrouted 
traffic in order to maxe up its quota. The “overazes" 
are simply the arithmetical converse of the "deficiencies". 
Neither represents money owed by one carrier to another 
but merely reflect the operation of two of the features 


of the Formula, the “quota”, and t 
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respecting the customer's routing. Consquently, the grend 
totals of net: “overages" or "deficiencies" are meaningless. 
Certainly they do not justify interfering with an operation 
that has proved satisfactory over the years. 

The Commission must consider the deleterious 


effects that the proposed changes may have on the industry. 


7.08 


moe Oomme 
Each carrier receiving traffic pursuant to the Formula 
has invested many millions of dollars in equipment 
designed to process and transmit international cables. 
Expensive, sophisticated computers and other electronic 
equipment designed to hancle this traffic has teen 
installed.’ The long-range decisions to purchase this 
equipment were based upon the expectation of certein 
-minimum amounts of % traffic, wnicn in turn Gepend upon 
the assumption that no drastic changes would be ma ade in 
the distribution of traffic pursuant to the Formula. 
These plant and transmission facilities are designed 
to handle the volume of sraffie resulting from the pre- 
tribution could de made over the short term without 
resulting in the carriers burdened by sucn a cnange having 
excess capacity standing idle. Each carrier involved 
is entitled to amortize its investment in this equipment 
over its expected lifespan, and thus must receive the 
traffic that formed the basis of the decision to maxe such 
investments. 

i As WUI has pointed out in its earlier comments, 
and as the Commission has recognized in its Order released 
June 10, 1974, the startistical information necessery to 
determine the effects of any proposed change is lacking, 
and will not be available a WUTelCo completes its stucy- 


Accordingly, no analysis of these ale as is aprropriate 


at this time 


‘and memoranda of law, and responses thereto. Since tne 


il 
The Commission's Memorandum Opinion end Orcer 
herein, released November 26, 1973, instituting this 


investigation into the International Formula, does not 


specify the procedure which «ne Commission intends to 


follow, beyond the present round of statements of fact 


WUTelCo study of international transfer traffic will not 
be completed unvil after responses to the present round 


of pleadings have been filed, it will be necessary zor 


the Commission to order further procedural steps in 


in this docxet. 


order to resolve the questions raised 


er prescribing any 


Before the Commission can issue any ord 


change in the International Formula, +t +5 required ty 
statute to hold a full nearing into all aspects of <ne 


question. 
Section 222(e)(3) reads 4s follows: 


"Whenever, upon a complaint or upon ts 
own initiative, and a= ver a ful is 
the Commission finds thay eny such cis~ 
tribution of telegrapn +vcaffic among 
telegraoh carriers, or any such division 

of charges for such traffic, whien is being 
made, or wnich is proposed to be made, is 
or will te unjust, unreesonaole, or inequ- 
jtable, or not in the pudlic interest, <ne 


2R% 


Commission shall by order vrescribe the 
distribution or such telesrarn % 

the division of charges tnereror, whicn 
will te just, reasonable, equitable, and 
in the public interest, end wili be, § 
far as is consistent with the puolic i 
terest, in accordence with the existing 
contractual rignts of «he carriers”. 
(Emphasis supplied). 
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The "full hearing" requirements of Seczion 
222(e)(3) cannot be satisfied by eny procedure othe> t~nan 
a full oral hearing at which all disputed issues ere 
thoroughly aired. The requirement of a full hearing 
specified in this statute brings +:.°* so ae provisions 
of Section 7 of the Administrative Proceaure Aes (5 USC 
Section 556); including, among otner matters, tne require- 
ment that 

"a party is entitled to presen» “is cas’ 

or defense vty oral or documentar, “vide. 

to submit redurvtal evidence, ana .- +7" 

such cross-examinaticn é¢S Mey be recu.c2s 

for a full and true éisclosure of the iecvts. 

Case law as well as statucory law indicetes 
that a full oral hearing is required. In the Morgan BS 
case, Morgan v. U.S.» 298 U.S. 468 (1938) the Supreme 


Court held an order of the Secretary of Agriculture vo 


be void because he failed to allew the "full hearing" 
required by the Packers and Stockyard Act. Ina sub- 
sequent case, Morgan vs. U.S., 304 U.S. 1 (1938), the 
Supreme Court described the requirement of a hearing 
as “essential alike to the legal validity of the adminis- 
trative regulation and to the maintenanc of public 
“confidence in the value and soundness of this important 
governmental process". 304 U.S. at 14. 

In interpret ing Sect ton 309 of the Communications. 
Act, which also calls for a "full hearing", the Siameie 
Court stated that it 


"GQgrees tha li hearing' unde 
Section 309 : that every party sn 

- have the ri present nis case or 
defense by oral or documentary evidence, 
to submit rebuttal evidence, and to 
conduct sucn cross-examination @s may be 
required for a full and true disclosure 
Of une tacts.... Such A nearine is 
essential for the wise and just applica- 
tion of the authority of administrativ 
boards and agencies.” U.S. v. Storer 
Broadcasting Co., 351 U.S. 192, 202 (1956) 
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Similarly, the Court of Appeals for the District 


° 


of Columbia, interpreting Secticn 7(c) of the Adminsitre- 
tive Procedure Act, stated: 


"no sanction shall be impecsed or rule 

or order be issued except ‘upon considera- 
tion of the whole record.... Every party 
Shall have the right to present nis case 

or defense by oral or documentary evidence, 
to submit rebuttal evidence, and to conducs 
such cross-examination as may se required 

for a full and true disclosure of the facts." 
Wirts ¥, Belcor Slectric Co... 337 F.2d $23 

mn Din TOAnu 
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In another phase of this very docket, the 
Commission ordered oral hearings, with their full panooly 
of procedural rights, in accordance with the "full hearing" 
requirement of § 222(e)(3), thus rejecting a vigorously 
urged argument that the Commission should grant an "interim" 
increase in divisions of tolls pursuant to this section 
without a hibainie. International Record Carriters' Scope 


of Overations, 43 FCC 2d 661 (1973). 


Furthermore, in the same proceeding, tne 
Commission's Review Board has pointed out the value to 
the Commission of the "full hearing" requirement of 
§ 222(e)(3), stating that: 

"(T]he requirement of a full evidentiary 

inquiry serves to facilitate a comprenen- 

sive, accurate and efficient Gissosiv-on 

of the object of the proceeding. [Citation 

omitted]. Under Section 222(e)(3) of the 

Communications Act, Congress has simply 

provided for tne same procedural safeguards 

in rule making as in adjudicatory proceedings." 

29 RR 2a 507, 510 (1974). 

In the final paragraph of the Ccmmissior.'s MOO 
reicased November 25, 1973, the Commission stated chat it 
“will make such further orders herein as are necessery or 
desirable". 43 FCC 2d 1174, 1182 (1973). WUI assumes 
that in view of the statutory prescriptions of the 
Communications Act and the Administrative Procedure Act, 


and precedents of the U.S. Supreme Court and other cources, 


and of the Commission itself, the Commission will deem it 
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to be both "necessary" anc "desirable" to require that 


a full oral hearing be con ucted prior to any determina- 
raationea 


tion of the appropriate revisions, if any, to the internacti 


Formula. 
When the data is available, WUI expects to 

put forward proposals for the Commission's consideration, 

and proper examination at 2 full 

time, WUI urges the Commission not to take any ection 


without tne full information that will be Zenerated by 


the WUTelCo study and the "full nearing" required cy law. 


ae 
. Respectfully submittec, 
, WeSInTovw INTAN TNMMNGONAMTANMAT —TAIe 
‘ OF deat et de tet BEE Wht am Wit ae BY de ae ANE ee ee tO os oat wee 


One WUL Plaz 
New York, New Yorx 


’ 


Dated: July 8, 197% 
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Operations in the Continental United 
States, Including Possible Revisions to 
the Formula prescribed under Section 222 
of the Communications Act 


Docket No. 19660 
RM-690 
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COMMENTS OF TRT TELECOMMUNICATIONS CORPORATION 


By Memorandum Opinion and Order, released November 26, 
1973, ‘in Docket 19660, the Commission ordered an investigation 
to determine whether the distribution of telegraph message traffic 
_under the Formula prescribed pursuant bbcSeekion 222 (e) (1) of 
the Communications Act for the distribution of outbound international 
message traffic handled by The Western Union Telegraph Company 
(WU) is unjust, unreasonable, or inequitable. The Commission 
further ordered that the investigation should ineiuae the following 
issues: 
(1) The exact sendan in which the distribution of 
traffic is presently being gaces broken down by carrier, 
category of traffic, and areas and sub-areas. 
(2) The nature, extent and reason for the existin? 
overages and deficiencies in assigned quotas. Each carrier is 
to present full data with respect to its overages or deficiencies, 
by area and sub-area, as of each year-end for the ten years 
ending December 31, 1972, and an estimate for the year ending 


December 31, 1973; as well as totals, by area and sub-area, since 


distribution began under the Formula. 
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(3) The present defects in the Formula, pointing cut 
with specificity the effect of each claimed defect not only on 
the respondent, but also on other international record carriers 
and on the quality of service provided to and the rates charged 
the using public. 

(4) The specific amendments which should be made 
“to the Formula to remove each such defect, the effect each such 
amendment will have on respondent, Ofher international record 
carriers, and on the quality of service provided to and the 
rates charged the using public. 

: With regard to the first issue, the Commission, by 
Memorandum Opinion and Gide caleaced June 10, 1974, in Docket 19660 
ordered that WU conduct a quantitative study of outbound 
‘international message eee to determine the exact manner in 
which the distribution of such traffic is being made. Concerning 
the data veandena to meet the objectives discussed in the second 
issue, this data has been submitted to all parties and the 
Commission, except tnat actual data rather that estimates have 
been provided for the year ending December 31, 1973. 

Below TRT discusses the manner in which the distribution 
of international message traffic is made as prescribed by 
the Formula; the nature, extent and reason for the existing 
overages and deficiencies in assigned quotas; and the present 
defects of the Formula and their effects on the international 
record eeciaen and the using public. TRI concludes: 

(1) that the International Formula for the distribution 


of outbound international message traffic handled by the Western 


2 
Union Velegraph Company is grossly inequitable ee, 
and, 

(2). tnat the International Formula should be revised 
to establish a methodology for the distribution of unrouted 
message traffic which nek be equitable and logical, will 
properly reflect today's industry structure, and will readily 
adjust to tomorrow's industry changes. 

TRI also sets forth a fair and logical method for 
“the distribution among all eligible carriers of U.S. outbound 
-ynrouted message traffic. TRT believes this to be immediately 


adaptable to industry changes and enhanced technology, and one 


which functions automatically. - 


A. Background 


The International Formula states that. 1 

“phe traffic for which distribution is provided herein 
is alltelegraph traffic, ....specifically routed and unrouted, 
handled by the (Western Union Telegraph Company (wu) ] originating 
in the continental United States and destined to points outside 
the continental United States, Canada, and beckons oo 

For the distribution of traffic handled by WU, the 
Formula oeovides that " (i) specifically routed messages shall 
be transferred to the international carrier indicated by such 


emer) ry 


1/"pormula, Pursuant to Section 922(6) (1) of the Communications 
Act of 1934, for the Distribution of Outbound International 
Traffic Handled by The Western Union Telegraph Company Following 
Merger with Postal Telegraph Co., Inc.," prescribed by the 
Commission. 10 FCC 184 (1943), amended 25 FCC 532 (1958), 30 FCC 
' 323 (1961) and 30 FCC 951 (1961); page 1. 
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routing; and 

(ii) unrouted messages in each category shall be 
distributed....so that each international carrier entitled to 
a quota in such category will receive a volume of such unrouted 
messages which, cones it [specfically routed messages and 
messages picked up directly by each international carrier), will 
give it a percentage, equal to its quota in such category, 
of the gross international tolls on all messages in such 
category. "2/ 
: The term "Quota", as employed, is defined generally 
as the ratio oe the number of outbourid messages, whether picked 
up directly by each international carrier Or transferred to it 
by [WU], handled by each international carrier decind the 
base year 1942 (or as adjusted) to the total number of outbound 
messages in the base year. Separate quotas by carrier were 
established for each defined destination suv-area by origin 
of the gateways of New York, Washington and San Francisco, 
and the hinterland; and within each origin location. by category 
of message. Consequently, an international carrier may have 
a distinct quota for each category of message for each origin~ 


to-destination movement. 


ee "“Overages" and "Deficiencies", and the Maintenance of Base-Year 
Quotas 


‘he International Formula also provides that "The 
supervision of the operations of this formula shall be under a 


committee of representatives of each of the interested 


ay. 


international carriers..., the staff of which committee may 
function at the distribution adeties ae A cco 
International Formula Committee (as the committee of carrier 
representatives is called) created a staff, the International 
Quota Bureau (IQB), to administer the operation of the Formula. 
-fo enable the IQB to function, the Formula requires 
that "Each international carrier entitled to share in such 
distribution shall furnish to the joint distribution offices 


any information necessary to enable such distribution of 


4/ 


—unrouted messages to be effected in accordance with this formula."— 


The "snformation necessary to enable such distribution" 
was from the outset provided by the international carriers to 
the IQB. The data included the number of messages, words and 
the gross international tolls (GIT's) for both routed and unrouted 
messages combined; and totals were accumulated for each : 
destination sub-area according to the defined gateways or 
hinterland origin and the category of message. The IQB 
then calculated the percentages of participation for each 
carrier for the month reported, and compared these apetnet each 
carrier's quotas. Where a carrier received more than its quota, 
the IQB recorded an "overage" in GIT's equal to the difference 
between the GIT's reported and the calculated GIT's allowable 
based on the quota. This also meant that a total "deficiency" 
et 
3/thid, Pages 12-13. 


4/tpia, Page 8. 
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of an equal yet negative amount was recorded for another carrier 


ww 


or other carriers. 

Whenever “overages” and "deficiencies" occur, the 
Formula provides “If the {unrouted] messages so distributed fail 
in any month to give to any international carrier its quota of 
gross international tolls from such category, the distribution 
of {unrouted] messages shall be modified as soon as is practicable 
after the ascertainment of such aanastians in such manner as to 
compensate for such deficiency and to assure to such carrier 
thereafter its quota of gross international tolls from such 
category of ecattic.*2/ To comply with the Formula, the IQB, 
when “overages” and "deficiencies" first began to occur, issued 
instructions to [wu] to adjust the proportionment of unrouted 
messages for specific message categories for the coming month(s) 
to climinate both the GIT's “overage” of the advantaged carrier (s) 
anda the GIt's "deficiency" of the disadvantaged carrier(s). 

However, it soon became apparent that it would be 
largely impossible to maintain the quotas established for each 
carrier. Although the Formula specified "The traffic for which 
distribution is provided herein is- all telegraph traffic... 
handled by [WU] originating in the United Senbiein Oat (emphasis 
added), the mechanics for administering this distribution included 
the measurement not only of traffic een by [WU], but also 
of traffic picked up directly by the international carriers. 
Furthermore, the Formula stated that "The cians to receive a 
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quota under this formula shall not purport in any manner whatsoever 
to limit or to restrict a carrier's scope of future operations; 

and although a carrier may not qualify for a quota, it shall 

always be entitled to receive its specifically routed traffic 


7/ 


to all destination ‘aiveae <P a with the GIT's for traffic 
picked up directly by the international carriers added, and as 

a result of the jndustriousness of some carriers in acquiring 
"picked up" traffic, the accumulated “overages” and "Geficiencies" 
became so large that even when all unrouted traffic was adj-** ed 
from the carrier (s) with "overages" to the carrier(s) with 
"deficiencies; there was insufficient unrouted traffic to overcome 
the imbalances. Also, as the Formula safeguards the right to 
retain all specifically routed traffic, the IQB could not instruct 
[wu] to reroute any specifically routed traffic to eliminate 

quota discrepancies. For those destination sub-areas where, for 
whatever reason, a carrier nad no quota, it was immediately 
impossible to maintain the established quotas from the point 

where that carrier began handling specifically routed traffic to 
those destination sub-areas. All GIT's coliected by the carrier 
without quotas were recorded by the IQB as "overages", and there 
was some mix of "deficiencies" recorded for the carriers with 
quotas, the sum of these "deficiencies" equalling the amount of the 
"overage". Following the Formula's guidelines, the IQB was 
required to attempt to eliminate the discrepancies. However, as the 
carrier with the “overage” had no quota and, therefore, no 
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unrouted traffic, and since no specifically routed traffic could 
be taken from that carrier, the IQB was left with adjusting the 
unrouted traffic among the carriers with quotas in a futile attempt 
to erase the quota discrepancies. 

What has resulted from the operation of the Formula 
can be seen in the statistics for 1962-1973 presented by the IQ8 
to the varties in this investigation, and to the Commission. 
"Overages" and "“Geficiencies" amounting to millions of dollars 
have accumulated, with no possible method of eliminating them. 
neverciaiees, the important issues ere what these “overages” 
and "deficiencies" mean in relation to today's industry structure, | 
what the impact of «he cones s defects has been on the 


participating carriers as well as the using public, and what 


changes should be made. 


2. "Overage" and “Deficienc " . Their True Meanings 

tt is essential to realize that the accumulated GIT 
overages and deficiencies of the international carriers indicate 
only the relative standings of the international carriers today 
with respect to what were their relative standings in the base year; 
and that they do not, therefore, indicate that a carrier with an 
overage is in an advantaged position, while a carrier with a 
deficiency is ina disadvantaged position. This relationship 
is determined only by comparing the satin) distribution of 
unrouted and routed traffic which results from the Formula's 
operation with the current operating arrangements between the 
international carriexs and WU; and only from this perspective 


will the true inequities which exist, and have existed for 
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many years, become apparent. 

While there were reasons for the special protections 
and unique traffic distribution methods of the Formula at its 
inception in 1943, principally concerning the variations in 
operating arrangements between each international carrier and WU, 
those reasons are certainly not valid in today’s environment 
where the operating arrangements between each international carrier 
and WU are essentially identical. ey today's distribution 
of unrouted traf ffic'toaspecific carrier must, by the very nature 
of an unrouted message, be considered an award -- an advantage. 
Furthermore, as the Formula withholds unrouted traffic : from 
the carrier with "overages" and awards this traffic to the carrier 
with "deficiencies", "overaces" and "deficiencies" should today 
generaliy imply disadvantage and advantage, respectively. 

Proof of this inverse relationship is found in the 
latest Chart of Merged Company Distribution Percentages issued 
by the IQB, dated April 30, 1974, and presented in Appendix A. 
The Chart illustrates in capsule form the instructions issued by 
the IQB to WU, which are in effect today, as to the proportionment 
among the eligible international carriers of all unrouted traffic. 
By comparing this Chart to the statistics on cumulative overages 
and deficiencies provided by the ros, 8/ the correlation between 
deficiencies and the award of sebitensins amounts ox the whole 
of unrouted traffic to an international carrier for each 


destination sub-area is straightforward. 


8/statistics for each carrier reporting under the International Formu] 
the gross international tolls dollars overages or deficiencies for 
each of the ten years 1963-1972; presented by the IQB, dated January 
7 and January 14, 1974. 
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It is especially interesting to note the extreme 
right hand column of the Chart which contains the date of the 
last issuance of a change in the instructions by WU as to how 
unrouted traffic should be proportioned to each destination 
sub-area. Several instructions are more than 20 years old, 
and the later dates apply generally only to hinterland origin 
allocations. For the gateway origirs, there have effectively 
been no changes for many years in the instructions allocating 


all unrouted traffic to one carrier for each destination. 


B Specific Formula Defects, and the Resultant Ineauities 


B.S Oe 


1. Formula’s Operation Acts as a Disincentive to Better. Service 


TRT considers the most serious overall defect of the 
Formula to be the negative effect of its operation. From the 
Formula's beginning, where an IRC has handled more specifically route: 
traffic (both transferred by WU and picked up directly in its 
own gateways) than its calculated quotas, a right protected even 
by the Formula, that carrier has been penalized by having some 
or, more usually, all unrouted traffic withheld and given to 
another IRC. The disadvantaged carrier has, consequently, 
been frustrated, and has recognized the futility of the expense 
and effort to obtain more routed traffic; for to the extent 
that it issuccessful in developing a greater percentage of routed 
traffic, an equal amount of unrouted traffic is withheld and 
awarded to another carrier. 

On the other hand, the advantaged carrier, which by no 


effort of its own. has received huce volumes of unreuted traffic, 
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loses its incentive to improve service. Certainly there is no 
incentive to obtain routed traffic beyond a calculable amount, 
except in the few instances where a carrier's quotas are 
extremely high, since to do so would mean to exceed one's quotas 
and risk the loss of unrouted traffic of an amount equal to the 
amount of the gain in routed traffic. 

The consequence of this is to dampen the initiative 
to compete through improvements in the service offered to and 


the rates charged the "sing fublic. 


¢ 


2. Formula Arbitrarily Denies Quotas : 

If for any reason a carrier had no traffic to a destination 
during the base year 1942 (or as adjusted), except where 
operations had been temporarily halted, that carrier has not been 
allowed a quota to that destination. TRT is particularly 
disadvantaged because of this provision, since TRT serves many 
more destination sub-areas, even in Area B, than it has 


quotas for. Not only does this preclude TRT's participating 


_in any unrouted traffic to most ef the destinatisn sub=*reas 


it serves, the denial of quotas adds further ‘njury £c.TRL 
through a loss of potential return traffic from its foreign 


correspondents. 


3. Inequities Are Doubled 
The operating arrangements between the IRC's and their 
foreign correspondents generally provide for a proportionate 


amount of return traffic. Proportionate return traffic is given 


for both routed and unrouted traffic. Hence, where a carrier 


has been handling all of the unrouted to a destination sub-area,- 


* 
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or has enjoyed a quota advantage, that carrier has been 

twice rewarded. The consequence of this arrangement has been 

an arbitrary, unjustifiable advantage enjoyed by one carrier over 
another. The advantage is particularly inequitable where, 

as is TRT's case to most destination sub-areas, SO! carriers 


are not even allowed a quota. 


4. The Formula's Method is Inconsistent with Its Objective 


The Formula specifies that the traffic for which distri- 
bution is to be made is all routed and unrouted traffic handled 
by WU, originating in the continental U.S., and destined to 
points outside the continental U.S., Canada and Mexico. Yet the 
method of distribution includes the GIT measurements not only: 
of traffic handled by WU, but of traffic picked up by the IRC's 
as well. As TRT has illustrated above, this has caused 
tremendous amounts of unrouted traffic to be awarded on an 
inequitable basis to RCA and WUL. 

Furthermore, as TRT points out below, this method 
has allowed non-uniform methods of grouping and reporting data 
to the IQ0B. Some IRC's have been able to use this to their 
advantage, and have as a consequence received more unrouted 
traffic than they would have normally been entitled to receive even 
under the Formula. Since there have been neither controls over 
nor effective checks into the data reported by the carriers 
to the IQB, as evidenced by the inconsistencies between IQB 
annual totals by carrier and the carrier totals found in FCC data 
published annually, and even in IQB data, there appears to have 


been a juggling of reportable data according to what result will 


so 
prove the most advantageous to some IRC's. 


5. Advantages Enjoyed by RCA 
Referring again to the Chart of Merged Company 


Distribution Percentages presented in Appendix A, Gis 
immediately apparent that RCA is a vrime benefactor of the 
inequities of the Fermula. RCA in effect enjoys all of the 
unrouted traffic to Area C, the pacific, and has done so for 
many years. As long as the Formula continues in its present 
form, ° sO will this inequity. 

In accordance with Schedule B of the Formula, RCA 
eaceives 60.5 percent of WUI'S quotas.to the destination subareas 
of Continental Eurepe and Beyond the Continent (including 
Greenland and Iceland, but excluding Liberia), except for 
press, government and fixed text traffic. As also indicated 
by the Chart there is insufficient unrouted traffic to accord 
RCA its share; hence, RCA has since August 31, 1966, been 
receiving all of this traffic. In view of today's industry 
structure that special provision of the Formula must be considered 
an unfair advantage to RCA. 

To Areas A and B, except for the provisions of 


Schedule 3, RCA has no gateway quotas; only hinterland quotas. 


However, this has been used by FCA to its advantage. Normally, 
tolls reported under gateways refer mostly. to traffic picked 

up directly by an IRC, while ete reported as hinterland refer 
to traffic transferred by WU. The ambicuity lies 4 


whether to consider transferred traffic which originates in a 


ateway as gateway or hinterland. Except for traffic handled 
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by WU public offices in the gateway cities proper, WU treats 
this traffic as ‘hinterland, as do ITT, TRT and WUI. RCA, cn 
the other hand, recognizes that if they treat this gateway- 
originated transferred traffic as hinterland traffic, it would 
significantly reduce or possibly eliminate the unrouted traffic 
RCA receives against its hinterland quotas for Areas A and B. 
Since RCA's gateway GIT's have no effect on its quotas to 
| Areas A and B, RCA has lumped ~~ of this type of transferred 
| traffic into its gateway GIT's. Consequently, RCA appears to 
| enjoy more unrouted traffic to Areas A and’B than it would 
otherwise be entitled to receive. 
6. Advantages Enjoyed by WUI 
The Formula also provides that “all of the offices 
of [WU] located in the area 60th Street and south thereof in 
the Borough of Manhatten, New York; the office of (WU) located 
at [Kennedy] International Airport; the main office of [WU] 
Leostad in the central business section of San Francisco, and 
one other office of (WU) located in the central business section 
of San Francisco in the general vicinity of the offices operated 
by [ITT] and RCAC, to be designated by (WUI] ; and the main. office 


\ 


of [WU] in Washington, D.C., shall be considered as offices of 


9/ : 
~ It is significant to note that when an IRC receives a message 
transferred by WU, reflecting an origin of New York, Washington 

or San Francisco, the IRC has no method for determining whether 
that message was originatec at a WU PMS office inside the gateway 
proper, or elsewhere in the city. For a message called into a 

CTB from an originator located inside one of the gateway cities 
proper, again there is no method for determining this. Therefore, 
one must speculate as to how an IRC would consider such a messageé 
as having originated in the gateway proper. 


ag 


(Wut) within the perview of this section."“=— 


While the Commission may have desired to shelter 
WUI from the competition of the established gateway city offices 


of ITT and RCA at WUI's inception, surely WUI's special status 


is no Longer justified. Indeed, WUT, anv the other three 

IRC's, has received the gift of established gateway city offices 

at no expense to WUI, since WU operates and maintains these 
offices. Moreover, from these WU gateway offices, WUI. has received 
ali of the unrouted traffic, regardless of destination. 

This means that WUI handles unrouted traffic even for 

destinations for which WUI has- no quotas! 


As can be seen from the Chart in Appendix Ay WoL 


enjoys almost exclusive handling of all unrouted traffic to Area | 
A, which includes the heaviest traffic volume countries of the | 
world. . in ince ecueae to IQB data for the year ending | 
December ai, 1972, “wor handled at least half of all transferred 
traffic to Area A. The majority of this traffic appears to have 

been unrouted traffic. On the other hand, WUI handled only one-sixth . 
of the total traffic picked up by the IRC's destined to Area A. 7 
When a carrier's unrouted traffic is substantially more than its 


routed traffic (both picked up and transferred) to any destination 


1Y"rormula", Page 4. | 
1Vstatistics for each carrier reporting under the International 
Formula; the total number of messages reported by the carriers for 
each of the ten years 1963-1972; presented by the IQB, dated 

February 1, 1974; Page 2B. 


or area, the inequities caused by the Formula are clear. ae AD 


C. Formula Revisions Are Clearly Justified 


TRT has set forth some of the qross inequities which 
exist and are being perpetuated by ihe Herunbs, and has 
demonstrated the long-overdue need to e*fect changes wh.ch will 
offer fair treatment of all carriers based ‘on contemporary industry 
relationships, not those of the distant past. 

In seeking an equitable, logical method for 
proportioning unrouted traffic among all IRC's, the two fundamental 
geil should be simplicity and flexibility. The simvlest 
method, and a fair method, would be to proportion unrouted 
traffic eauallv between all IRC's serving each destination without 
regard to message category or length. The next esse complicated, 
and another equitable method is that recommended in TRT's June 26, 
1973, letter to the Commission. The points of that letter are G 


herein reiterated with supportive comments. 


- All Existing Overages and Deficiencies Should 
Be Eliminated 


As TRT has already demonstrated the overage and 
deficiency measurements maintained by the IQB indicate only the 
standings of the IRC's today relative to what their positions 
were in the base year. Consequently, whether a carrier has been in 
an advantaged or disadvantaged position can only be determined by 
viewing the actual distribution of unrouted traffic when compared 
to today's industry structure. From this perspective, TRT has 
shown that accumulated deficiencies: have caused most, and usually 

all unrouted traffic to identified destination sub-areas to be 


awarded tio the carriers with these deficiencies, and that "deficiency, 
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therefore, actually is synonymous with "advangage." Under these 
circumstances, RCA's assertion that any changes in the Formula 


1y 


should recognize and account for RCA's "deficiencies' is absurd. 
To allow such a measure to be enacted would only further exacerbate 
the already-gross inequities of the current Formula. 


- Any Carrier Handling Routed Traffic to an 
iple to Handle Unrouted Tra fttic 


Overseas Destination Should be Elig 

Some IRC's are excluded from the handling of -unrouted 
traffic. to specified destinations because they have no base-year 
quotas for those destinations. “ghis is most inequitable in TRT's 
case, where TRT is ineligible to receive unrouted traffic to 
most of the destinations it serves. Moreover, the negative 
effect on the Formula's operation preempts the handling of unrouted 
traffic by some carriers even when they are eligible to receive, .’. 
unrouted traffic. These exemptions have created and dusuteiees 


the inequities which exist and which are compounded by the reward 


of undeserved return traffic. 


- Each Carrier Should be Allocated a Percentage 
of Unrouted Traffic to Each Destination it Serves (Directly or 


Indirectly) in Proportion to That Carrier's Share of the Total 
Routed Traffic to Each Destination; and "Total Routed Traffic" 


Should be Defined as Only that Traffic Originating in the U.S. 


Outside the Gatewavs. 


1Y Rca letter to the Chief of the Common Carrier Bureau Gated June 26, 
1973, relating to ITT's petition seeking amendment to the Internation 
Formula. 


Wiel 3ILU 
4IiQ 
This is an equitable method of allocating unrouted 

traffic, one which rewards rather than penalizes a carrier for carrying 
specifically routed traffic, and one which provides an incentive 
wipaclianes teat a disincentive to improve the services provided to 
and the rates charged ‘the using public. Competition would be 
se cetaatiets and successes in innovation and providing more attractive 
service to the using public would be rewarded by increase in both 
routed and unrusted traffic. It is also a method in line with 
the original intent of the Formula, which was to provide a 

' method for the distribution of all traffic handled by WU. Traffic 
picked up directly by the IRC's in their gateways is not traffic 
handled by WU; hence, this traffic should not apply to any method 
for distributing unrouted traffic. Furthermore, by excluding from 
consideration the traffic picked up in the gateways, the gateway — 
advantages of some IRC's over others-, which are now being contested 
before the Commiss‘ion Under Docket 19660, would be 1egated. 
Since this method would operate independently of gateways, it 
would adapt immediately to the outcome of the gateway issue. 


ne - The Percentages for Each. Carrier and Each Country 


or Overseas Destination Should be Determined Annually for the Latest 


Complete Year. 


- The Carriers Should Report to the FCC the number and 


Tolls of all Routed and Unrouted Messages to Each Country OF 


Overseas Destination. 


- The Computation of the Percentages and the Verification 


of the Reporting Snould be the Responsibility of the FCC. 


itu 
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- The IQB Should be ‘Dissolved. 


These recommendations could be easily implemented, 
and would provide a method for satisfying WU's requirements. Once 
each carrier's _percentage of the routed traffic outside the gateways 
is known for each destination, a table could be constructed which 
would indicate.. the proportion to be accorded to each eligible 
carrier. Such a look-up table could be incorporated into any 
automatic switching facility now employed or proposed by WU. 
Then, as WU processes unroutesd traffic, W would simply proportion 
this traffic as received, without regard to length, category or MO 
As both routed and unrouted traffic are Renner Wu could 
amass totals for messages, words and tolls by carrier by destination, 
and could provide the carriers and the FCC with a periodic 
activity report. With the carriers’ inputs for routed traffic 
from other than gateways, performance could be verified and 
updates to the allocation table made snmaatiy as recommended, 


LY 


or as appropriate. 


lYprt believes that if unrauted traffic were proportioned as. 
received by WU, i,e,, randomly, over the long run tolls would be 


proportioned between the IRC’S in. relative amounts equal to 


thé percentages of unrouted messages each IRC woulda receive. — 


Therefore, no provisions need be made for message category, length 
or toll. 


? ns an alternative to the manual process for performance verification 
and updates, a program routine in WU's automatic switch could 
calculate the percentages of routed traffic nandled by each IRC 
for each destination, and could automatically make periodic 
adjustments to the allocation table. This feedback process 


coulda then be monitored for accuracy by the FCC and/or the IRC's. 
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this method is flexibie 


Y indicated by TRI, 
5. ee 


ges, and Lt allows We 
expenses now required 


As alread 


and adaptable to industry chan 


the special and manual eonceree” ana unusual 


to enact Formula directives. 
respectfully rr 2 


TRT melecommunications Corporation 


J. |RObert Moman 


vania Avenue, NW 


1747 Pennsyl 
20006 


Washingten, DC 


Dated: July 8, 1974 
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“al "ALL" ceans all unrouted, 
b/ Excepe chat all unrouted government, presa and fixed texts go to WUT, 


g/ All unrouted governcent, prese and fixed texts go to &ACQ, 
nating anywhere in the United Staces, transfer 


Q/ Of traffic destined to Area A routed for transit through Canada, origi 
to CNT “BRITCOVT" incernattonal traffic specifically routed (VIA IMPCHT); transfer to CPR "BRITCC/T" tncernacional 


traffic rouced (VIA IMP) or (VIA IMFCPR). 

g/ New York {s the gatewey for ACR, CNT, C2R and WUI, end vill transfer routed traffic to them, Unrouted traffic reach- 
ing New York will be discribuced on the basis of 1 to CT and 2 to CPR, Sen Frencisco ts the gateway for RCAC aad Ga, 
and specifically routed traffic will be transferred to chem, ALL unrouted traffic reaching San Francisco will be 


transferred to Cw, 
£/ New York {a the gateway for ACR, CNT and CPR, and will transfer to thea all routed traffic, 
Rew York will be distributed om the basis of none to ACR, $ to CNT and 5 to CPR. 
g/ Hianeapolis is distributing office for unrouted essages and will transfer such traffic to CNT, CPR and RCAC aa indicated, 


Unrouted traffic reaching 
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CERTIFICATE OF SERVICE 


| I, Pamela M. DuBost, hereby certify that on this 8th 
| day of July, 1974, I mailed a copy of the foregoing "Comments 


of TRT Telecommunications Corporation” by United States mail, 


z postage prepaid to the following persons: 
Mr. Walter R. Hinchman 
Chief, Common Carrier Bureau 
Federal Communications Commission 
1919 M Street, N.W. 
Washington, DC 20554 
Carl J. Cangelosi, Esq... 
4 RCA Global Communications, inc. 
tg 2030 M. Street, N.W. 
‘ Washington, DC .- 20036 


| Roger P. Newell, Esq. 

i Western Union International, Inc. 
7 One WUI Plaza 

New York, NY 10004 


John A. Ligon, Esq. 

ITT World Communications, inc 
67 Broad Street 

New York, NY 10004 


: Mr. John Munroe 


i International Quota Bureau i 
oa 26 Broadway 
haus New York, NY 10004 


Mr. J. A. Berenger 

The French Telegraph Cable Co. 
25 Broad Street 

New York, NY 10004 


Mr. L. 3. Swaine 

Canadian Pacific Railway Co. 
Suite 518 - Place du Canada 
Montreal 3, Quebec ° 
Canada 
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Mr. J. M. Eaton 

Canadian National Railway Co. 
151 Front Street West - Room 512 
Toronto 1, Ontario 

Canada 


Laurence Singer, Esq. 
Western Union Telegraph Co. 
1828 L. Street, N.W. 
Washington, DC 20036 , 


<a an Don Ht. BiSicok— 


Pamela M. DuBost 


$16 
Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


International %ecord Carriers’ Scc p< 
of Operations in the Continental 
United States, Including Possible 
Revisions to the Formula Prescribed 
under Secticn 222 of the Communica- 
tions Act. 


Docket No. 19660 
Ryl-690 
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COMMENTS OF 
THE WESTERN UNION TELEGRAPH COMPANY 


Pursuant to the Commission's Memorandum Opinion and 
Order, 43 FCC 2d 1174, and Memorandum Opinion and Order, 
FCC 74-565, released June 10, 1974, with respect to the Com- 
plaint of ITT World Communications Inc. for revision of the 
Formula for the distribution of outbound international traffic, 
Western Union herein submits its comments. 

1. Heretofore, as part of this proceeding, Western 
Union has submitted a Statement, dated February 19, 1965, and 
a Supplement to that Statement, dated June 26, 1973, setting 
forth its views with regard to ITT's Complaint. We have re- 
viewed those two filings and conclude that they remain generally 
applicable. Accordingly, Western Union reiterates its previous 
position, usdated in light of current conditions. 

2- ITT Worldcom's Complaint is. divisible into two 


parts. First, it requests revision of the present Formula 
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guotas under which traffic is distributed among the interna- 
tional recc. carricrs. .acond, *« Tequests revision of the 
Formula to permit the establishment of additional gateway 
cities by the international carriers. 

3.. With respect to ITT Worldcom's second request, 
dealing with the gateway cities, we assume that any revision 
to the Fornula, adopted by the Commission, will be consistent 
with any modification in the industry structure which might 
result fron Docket No. 19660. We, therefore, de not believe 
that any comment on ITT Worldcom's gateway prcposal is required 
at this time. We, of course, reserve our right to be heard on 
the specific applications and proposals to expand the interna- 
tional carriers' operations beyond the present gateway cities 
which are now pending or may be advanced in Docket No. 19660. 

\ 4. In our prior comments we indicated that dif- 
ficulties in implementing the erecans Formula and uncertainties 
in its interpretation have impeded the establishment of improved 
Procedures and methods in Western Union's Operaticas. In this 
regard, Western Union continues to be confronted with complaints 
from one carrier or another, to the effect that it is not com- 
plying with the prescribed instructions for the handling of un- 
routed cablegrams or that it is favoring one carrier to the 
detriment of the others. Such complaints cover the entire scope 
of our public message system, the centralized telephone bureaus, 


Greensboro, gateway city offices and the hinterlane public 


/ 
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offices. Western Union continues to be placed in the unfortunate 
position of the initial arbitratc. of disputes between the inter- 
mational record carriers. In this regard, although it has no 
interest in the proportion of traffic accruing to each inter- 
national carrier and receives no benefits from its activities 

in implementing the Formula, it has been required to contend 
with threats of lawsuits and delays in its service improvement 
plans resulting from the opposition of one or more of the inter- 
national carriers. 

5. Also, we find that the existing Fornula is be- 
coming increasingly incompatible with requirements of the modern 
handling and processing of international telegrars. The imple- 
mentation of the Formula distribution provision impeded some- 
what the efficient handling of international telegrams even in 
the past, when such handling was done manually. The problems of 
implementing the Formula in the context of Western Union's com- 
puterized switching system present much greater problems. In 
this regard, it is estimated that the enpitaa cost of program- 
ming the Company's computers to provide the current distribution 
would be approximately $150,000. Substantial additional pro- 
gramming cost would be incurred each time changes in the exist- 
ing distribution would be made pursuant to the Formula quota 
provisions to reflect changing traffic patterns. 7 

6. Although Section XI of the present Formula pro- 


vides that all of the costs incurred by Western Union in the 
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distribution of traffic under the Formula shall be equitably 


shared by tie international carric.., sestern Union's exper- 
ience has been that, as a practical matter, it has not been 
able to recover its full costs in providing this service. | 
In this regard, the Company has experienced difficulties in | 


obtaining the agreement of the international carriers to the 


amount of its costs and the equitable distribution thereof 
and has been forced to accept less than full compensation to 
secure settlement with the carriers. 

7. %In view of the foregoing, Western Union requests | 
that the Ccamission consider the: feasibility of eliminating the ' 


Formula quota system entirely and, in lieu thereof, requiring 


that all cablegrams be specifically routed by the sender. 

8. If this is not found feasible, Western Union re-' 
quests that the Commission revise the Formula to transfer the 
responsibility for the distribution of unrouted traffic from 
Western Union to the International Quota Bureau (IQB) or some 
other instrument of the international carriers. tader this 
approach Western Union would transfer unrouted cablegrams to 
the IQB, who would then pass the traffic to the international 
carriers in accordance with the revised Formula. western Union 
would be agreeable to leasing operating space to the IQB at a 
Suitable Western Union location. Western Union would provide 
no services for unrouted cablegrams other than these provided 


for routed cablegrams. Such an arrangement would relieve 


‘ 
. ‘ 
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i 
Western Union of a source of continuous complaint and place the 
responsibility for performing this operation where it right- 
fully belongs, with an instrumentality of the international 
carriers. 

9. If the Commission should determine that the 
public interest requires that Western Union continue its role 
in distributing unrouted cablegram traffic, we urge the Com- 
mission, as a minimum, to revise the Formula in a manner to 
ease the burden now incurred by the Company in providing this 
service. 

10. In this regarc, the Formula should be simpli- 
fied to allow for an efficient mechanized handling. The Com- 
mission should consider the feasibility of revising the quota 
system so that all the unrouted traffic destined to each dif- 
ferent overseas point is accorded to only one carrier. Most 
importantly, the Formula should be designed to preclude fre- 
quent changes in distribution requiring additional programming 
of the Company's computers. Since the operations of Western 
Union and tke international record carriers are automated, 
frequent changes in the Formula would result in inordinate 
costs and possible delays. 

11. As discussed in our prior filings, the language 
of the revised Formula should be precise and complete to re- 
duce as much as possible the areas open to interpretation and 


subsequent conflict. Moreover, procedures should be established 


- § «- 


rd 


to provide for the prompt resolution of any disputes 

which might arise in the light of cha:ges in the operations 
of Western Union or the international carriers, new services 
and carriess, etc. The revised Formula should make clear 
that Wester Union would incur no liability for any errors 
which it might make in its good faith efforts to distribute 
traffic among the carriers in accordance with the Formula. 

12. The revised Formula should also make clear that 
all costs, including any capital costs incurred by Western 
Union to mechanize the quota distribution, will be borne by 
the international carriers. These costs would include the 
day-to-day expenses of the quota distribution operation, in- 
cluding distribution of traffic in accordance wit IQB in- 
structions, any facility costs that are associated with the 
unrouted traffic distribution, and any costs incurred by 
Western Union due to special handling required by a particular 
carrier. we also urge that under the revised Fornula Western 
Union should be entitled to a reasonable profit for the serv- 
ices it provides in distributing the unrouted tra=fic. Western 
Union shoutd no longer = responsible for the allocation of its 
traffic distribution costs among the internationa* carriers. 
Rather, Western Union should be permitted merely *o bill the 
IQB monthly for the total costs for the service i= renders. 


The IQB wozld be responsible for the allocation o= such costs 


among the international carriers. 


— 
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WHEREFORE, Western Union respectfully requests that 
the Formula -e revised in accozda‘ice wath the comaets set 
forth hereinabove and in Western Union's prior Statement filed 
on February 19, 1965, and its Sucplement, filed on April 26, 
1973. iy 

Respectfully submitted, 


THE WESTERN UNION TELEGRAPH COMPANY 


Pay 1828 L Street, N. W. 
Suite 1001 ; 
Washington, D. C. 20036 


Its Attorneys 


Of Counsel: , 2 
R. C. Hostetler, Esq. 
One Lake Street 

" Meper Saddle River, N. J. 


July 8, 1974 
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In the Matter of . 


International Record Carriers’ Scope of 


Docket No. 19660 
Operations in the Continental United 


ee et et et ee ee 


RM-690 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
| of the Communications Act. 
To: The Commission 
| 
=] REPLY COMMENTS OF RCA GLOBAL COMMUNICATIONS, INC. 
eet ee eee rein onseeeceteieiennete 


On July 8, 1974 RCA Global Communications, Inc. (RCA 
Globcom) provided its comments on the question of whether the 
existing formula under which distribution of outbound inter- 

national, telegrams is made is unjust, unreasonable, and 
inequitable, or not in the public interest, and, if so, what 
changes in the formula should be made. We demonstrated in 
those comments that neither the carriers nor the Commission 

e were able to cite any changes in the industry which would 

render invalid the Commission's decision in the Western Union 
Merger Proceeding, 10 F.C.C. 184 (1943) and thus the formula 
continues to be just, reasonable, equitable and in the public 
interest. In furtherance of our position, the following points 


were made: 


* In its 1943 decision, the Commission prescribed 
the formula after finding that its terms were 
just, reasonable, equitable and in the public 
interest. 
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A carrier seeking a change in the formula must 
carry the burden of proving clearly and speci- 
fically how the present formula is unjust, 


unreasonable, and inequitable, or not in the 
public interest. 


- The need for change in the formula must be 
evaluated in terms of the public interest and 


not solely whether an individual carrier will 
benefit from the change. 


* A change in the formula that would encourage 
greatly increased sales expenses and capital 
costs of the carriers or arbitrarily redistri- 


bute existing traffic would not serve the public 
interest. 


- If a change in the formula is found to be in the 

public interest, the accumulated overages and 
deficiencies must be recognized. 

The comments filed by ITT World Communications Inc. (IT?) 
and TRT Telecommunications Corporation (TRT), the only carriers 
opposing the existing formula on substantive grounds,* did not 
demonstrate in any specific way how the existing formula fails 


to meet the statutory standard contained in Section 222(e) of 


the Communications Act. Rather, it was apparent that no public 


interest would be served through the changes they proposed but 
instead only that revenues would be transferred to one carrier 


at the expense ot another carrier. Therefore, it is only 


* While The Western Union Telegraph Company (Western Union) 
requested a change in the formula, its comments were actually 
directed at the very limited issue of the administration of 
the formula. This point will be addressed in our comments 
below. Comsat General Corporation also filed comments to the 
effect that the distribution of maritime service telegraph 
traffic requires consideration separate and apart from the 
instant proceeding. It requested the Commission to defer any 
consideration of tne maritime situation until a future time. 


We agree with this approach and accordingly will not reply to 
Comsat General in this proceeding. 


“Vw 


ig} 7 
bass 320 


necesary to supplement our comments in the several limited 


areas discussed below. But we would initially like to dispel 


the statement by ITT that the Commission originally prescribed 
the formula with the intention that it would be revised in 
very short order. See ITT Comments, Statement of Position, 


and p. 28. Actually, the Commission merely said: 


We cannot undertake to determine now the desirability 
of an adjustment in the distribution formula which 
by its nature cannot take effect until a time when 
the entire world communications picture may be 
profoundly altered. If the provisions already 
embodied in the formula for distribution of re- 
established traffic are not adequate to deal with 
the problem when it arises, we w: review the 
matter in the light of all the facts, which are now 
unknown and will then be available. The end of the 
war may require a major revision of the formula 
which we. have approved, and we do not desire to 


prejudge the issues which may then arise, by pre- 
mature action at this time. W 


estern Union Merger 
Proceeding, 10 F.C.C. 184 (1963) at 196. 
‘ 

Thus the Commission only recognized that the formula might 
not be adequate at some future time in a future set of 
Circumstances. This is significant since from 1943 to 1964 
there were no requests to the Commission for a change in the 
formula. Obviously during this twenty-year period the formula 
was operating in a satisfactory manner and was serving not only 
the private interests of ITT but also the public interest. It 
was only after twenty years that ITT first made its complaint 
that the formula prescribed in 1943 should be changed. If ITT 
found the formula satisfactory in the first twenty years, it 


should be able to state definitively the differences in 
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circumstances that changed a formula which it did not oppose 

to one it now terms anachronistic and outmoded. Significantly, 
its comments do not address this point and the only conclusion 
left is that ITT has now decided that it can obtain more 
revenues through a change in the formula and that a change 
should be made for that reason. We submit that this type of 
support for a change in the formula is totally inadequate and 
coulda not form the basis for finding the existing formula 


contrary to the public interest. 


I. ITT And TRT Have Failed The Burden Of 

Proving The The Existing Formula Is 

Unjust, Unreasonable, And Inequitable, 

Or Not In The Public Interest 

As already noted, the comments of ITT and TRT do not give 

any reasons why a change in the formula would be in the public 
interest. We submit that unless it can be shown that a change 
in the formula will have a real benefit to the public or, at 
least, that there be ground for reasonable expectation of such a 
benefit, then the carriers requesting a revision in the formula 
have failed tomeet the burden imposed by Section 222(e) of 


the Communications Act. 


A. The Service Rendered By RCA Globcom 


Is Of The Highest Quality 
ITT might have tried to claim that the quality of service 


provided by one or all of the international carriers is deficient 


ana that there is some causal connection with the formula as it 
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exists today in an attempt to give substance to its claim 
that the formula is unreasonable. However, such a claim is 
impossible; ITT consistently recognizes that the quality of 


international message telegram service is good. Thus it stated: 


That there have not been substantial degradations 
of service during the life of the formula must be 
attributed largely to the propensity of most 
Carriers to place a value on customer satisfaction 
and good will beyond the mere dollar and cents 
SnVOLVOG . 1. « « STP Comments, on. ii. 


and 


Fortunately, the international record carriers have 
not succumbed to the formula disincentives and the 
formula era has, by and large, been marked by 
healthy and often vigorous competition. .. . 

(T]his fact can be largely attributed to the over- 
riding disposition of most carriers to provide high 
quality service in the interest of favorable © 
customer relations, particularly since many of those 
telegraph customers will also be customers for other 
services offered by a carrier. ITT Comments, p. 14. 


‘ 

TRT, on the other hand, states that the formula's operation 
acts as a disincentive since the advantaged carrier loses its 
incentive to improve service. This'statement is completely with- 
out support. TRT has offered no studies which would show that 
the quality of service of RCA Globcom is less than excellent. 
There is no assertion that RCA Globcom, or other carriers, have 
failed to introduce technologically advanced methods of handling 
international telegrams. The reason for the lack of hard facts 
in the TRT statement is because just the oppositive is true-- 


for example, RCA Globcom has consistently been a leader in 


improving the method of providing international telegram service 


ered 
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so that a quicker, more cost effective, and generally better 


quality service is provided to the customer. 


While a list 


of all improvements in the method of providing international 


telegram service would be too extensive to include here, 


the following are 


RCA Globcom: 


° May i964-- 


» July i969-~ 


* April 1970-- 


« June 1971-- 


° July 1971-- 


the major changes that have been made by 


The first fully automatic commercial computer 
telegram switching system (CTS) in the world 
became operational permitting the elimination 
of the manual torn-tape system of handling 
telegraph traffic in the New York City 
central telegraph office with a resulting 
improvement in the speed and quality of 
telegram service. 


An automatic retrieval computer (ARC) system 
enabled RCA Globcom to eliminate most of the 
delays involved with the processing of 
telegrams rejected by the CTS caused by, 
among other things, format irregularities, 
invalid destination codes, and unreccgnized 
registered addresses. It also provides for 
the automatic routing of addressed telegrams 


and generates data for examination and other 
purposes. 


A domestic automatic telegram system, an 
adjunct to the ARC computer system, became 
operational. It converts the format of 
Western Union originated telegrams ta the 
C.C.1.7.7T. F. 31 international format. This 
system eliminates the delays of manual 
processing of over 6,000 Western Union tele- 


grams daily thereby providing quicker service 
to the customer. 


A computer clerical system served to speed 
the handling of telegrams by streamlining 

the clerical work connected with the examina- 
tion of telegram traffic. 


An adjunct to the ARC system automated the 
delivery of telegrams to RCA Globcom sub- 
scribers in the New York City gateway. 
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* April 1372-- The automatic dial-out computer system was 


extended to Washington, D.C. subscribers. 
« Jul’ 1972-- The San Francisco telegram system provided 
computer switching of certain telegrams to 
Pacific points previously manually handled 
by the SF gateway. 
* November 1972-- The New York CTO telephone room was modern- 
ized with the installation of an automatic 
call distributor telephone system. As a 
result, there was a considerable improvement 


in the acceptance and delivery of telegrams 
by telephone. 


* September 1973-- The automatic dial-out feature of the auto- 


matic retrieval computer system was extended 
to San Francisco subscribers. 
« June 1974-- : The automatic rerun and monitor computer 
system provided the CTS with an expanded 
capability for automatic reruns of telegram 
traffic. 


B. A Change In The Formula As Requested 
By ITT and TRT Would Not Allow A 
Reduction In Rates To The Public 


t 


ITT or TRT theoretically might have tried to attack the 


formula by showing that a change in the formula would allow rates. 


to the public to be reduced. Yet neither carrier made such an 


assertion since they both must realize that the rates are not 
above a reasonable level and that decreases would not be 


appropriate at this time. 


As with the quality of service, the international carriers 


have served the public interest, in this case through a number 


Of significant rate decreases since the inception of the formula. 
For example, in 1943 the rate per full rate word for a telegram 


to Australia was 60 cents as compared with 28 cents today. 
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Similarly, the rate to South Africa was 50 cents and is now 28 cents. 


Many other areas also show such significant decreases. And even 


those areas where the rates have gone up, the percentage must be 


deemed insignificant when viewed in the context of the many fold 
increase in the rates charged by Western Union domestically for 
a message telegram of equivalent length. Thus the history of 


telegram rates shows that the public has been served. 


As was stated in RCA Globcom's initial comments, the formula 


has been a positive factor in helping to restrain the cost push 
associated with the provision of international telegram service. 
By diminishing the incentive of the carriers to expend excessive 
amounts on solicitation of directly routed traffic and wasteful 
duplication of existing facilities, the formula has successfully 


met. the objectives of the Commission and thereby furthered the 


public interest. 


The ‘only manner in which ITT does address the rate question 


is to state that 


- « « Since ITT Worldcom can expect some increase 

in unrouted traffic when the competitive "penalties" 
from the existing formula are removed, it believes 
that it may be able to offset at least in part any 
need for revenues increases, which may occur if the 
Commission should award Western Union an increased 
division of charges for the landline haul of inter- 
national telegraph messages in the companion 


proceeding in this docket. ITT Comments, Appendix l, 
Issue 4, p. 2. 


But all this means is that if ITT were able to divert a large 
amount of revenue from the other carriers, it would be able to 


offset some increases in the landlines division. Unstated, of 


course, is that the other carriers would be in a much worse 


¥ 


“"{ijndeed, the continued growth of competition can, at least in 
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position to absorb any: eueh increase. The total effect would 
be to weaken the competing carriers and thus to defeat the 
very purpose for which ITT claims that the formula should be 
changed, i.e. to increase competition. 


II. The Formula Permits And Encourages : 
Reasonable Competition 

In our comments, it was shown that the Commission recognized 
that the formula it was prescribing would limit certain undesirable 
consequences of competition. It did this, as noted above, so as 
to curtail excessive expeaditures by carriers for solicitation 
of traffic and the duplication of existing facilities beth of 
which have an adverse impact on the rates users pay. Far from 
using competition for competition's sake, the Commission presented 
a reasoned explanation of why certain consequences of sumietizion 


should be restrained to benefit the public. 


As ITT's comments recognize, the formula gives the inter- 
national carriers some incentive to actively solicit traffic... IT? 
states that “{a]Js a result of continuing competitive spirit, 
various carriers. . . attempted. . . to improve their relative 
market shares", ITT Comments, p. 16; that the alleged problem 
with overages and deficiencies lies “in traffic shifts resulting 


from competition between carriers", ITT Comments, p. 17; and that 


part, be attributed to this very formula which was apparently 


designed to restrain competition." ITT Comments, Appendix l, 


-~l0O- 
Issue 2, p. 7. All of these statements support the proposition 
that the formula does permit the competitive effort of the 
carriers to be rewarded with increased revenues. The fact that 
there are some restraints, while not satisfactory to ITT in 
its pursuit of increased corporate revenues, has not and can not 


be shown to be adverse to the public interest. 


The attempt to attack the restraint intentionally encouraged 
by the Commission under the formula as being contrary to the * 
-alleged policy that competition is good per se or that the 
Commission has a general policy of always favoring competition* 
must fail. As we pointed out in our comments,the Supreme Court 
has stated that the existence of a regulatory structure under 
congressionally devised public interest standards mandates that 
the Commission can not equate competition with the public interest 


unless it’ could be shown to be beneficial. See Federal Communi- 


cations Commission v. RCA Communications, Inc., 346 U.S. 86 (1953). 
The Commission must, therefore, be careful to support its use 

of competition as a regulatory tool with findings that benefit, 
or at least the strong possibility of benefit, will accrue to the 
public. In the instant case, it has been shown in RCA Globcom's 
Original comments and reinforced above that the only result from 


the change in the formula proposed by ITT will be to increase 


ITT's revenues which can hardly be automatically equated with 


* See ITT Comments, pp. 13, 25, and 37. 
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public benefit. 


III. The Effects Of A Change In The Fortula 
Cannot Be Forecast Because There Are 
No Facts On The Exact Distribution 
Under The Formula 


a pe Lh 
In accordance with the Commission's Memorandum Opinion 
i cseenenennenenenneteneneneeemnememmenemeeens erent eS 


and Order, 43 F.C.C. 2d 1174, the parties were required to 


address the following question: 


The specific amendments which should be made to 
the formula to remove each € defect, the effect 
each such amendment will hav. ~f respondent, other 
international record Carriers, and on the quality 


of service provided to and the rates charged the 
using public. (Emphasis added). 


RCA Globcom stated in the initial comments that it was unable to 
respond ta the underlined portion of this issue because the 
necessary data base was not in existence. We went on to note 

that the Commission had required that a Special study utilizing 
Statistical sampling procedures be done so that the needed informa- 
tion could be accumulated. This Study has now been authorized 

by all of the international record carriers and its completion is 


expected approximately in January, 1975. 


ITT, however, urges that there is no necessity for waiting 
until the completion of this study and that instead the Commission 


should proceed and revise the formula on the basis of existing 


information. * Such a procedure would not only be illogical but ~ 


undoubtedly unlawful. The Commission cannot take action without 


first knowing the effect on the international record carriers and 


Pe] 
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this cannot be done without the factual foundation the Western 


Union study will develop. 


In our letter of March 11, 1974, RCA Globcom showed that 


the International Quota Bureau (IQB) did not have any information 


regarding the number of unrouted messages transferred by 

Western Union in those situations where a single carrier receives 
all of the unrouted traffic. We further related that the IQB 

had acknowledged that the analysis it was preparing on the routed 
and unrouted to countries where porportional distribution is 

made apparently contained a considerable distortion. Ina 
further letter dated March 27, 1974 RCA Globcom demonstrated 

that it was not possible to make accurate estimates of the effect 
of changes in the formula in view of the inaccurate data now 


available as to the manner in which the actual distribution of 
¢ i" 


unrouted traffic is being made. 


The Commission agreed with the position we expressed and 
its Memorandum Opinion and Order of May 30, 1974 (FCC 74-565) 
stated that in framing the issues in the proceeding it “had 
assumed that an ample data base was readily available and that 


there would, therefore, be no problem in providing the requested 


information. Apparently we were in error." 


It should also be stressed that ITT did not respond to 


the issue quoted above other than to state that “(t]he effect 


which the proposed formula will have upon rates is difficult 


. 
we 
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to predict with precision at this junction and ITT rn 

of course, cannot speak for.any other carrier." ITT Comments, 
Appendix, Issue 4, p.2. As a result, the Commission can not 
make any findings nor reach any conclusions on the desirability 
of the changes in the formula requested by ITT or TR except 


on a most arbitrary basis. 


This problem concerning the lack of data was also the 
major factor why RCA Globcom is still insisting on an oral, 
evidentiary hearing, as is required by Section 222(e) (3) of 
the Communications Act, rather than a paper rulemaking one. 
while. we have no doubt that an oral, evidentiary hearing could 
be insisted upon as a matter of right, especially in light 
of the Commission's statement concerning the absence of facts 
in this proceeding, the completion of the Western Union statis- 
tical study with the opportunity to file further comments after 


evaluating the study results, and before the Commission issues 


its decision, would almost, if not entirely, eliminate our 


concerns in this respect. 


IV. Administration Of The Formula Does Not 
Require It To Be Changed 
Western Union has commented that a change in the formula 
is necessary because it is becoming “increasingly incompatible 
with the requirements of the modern handling and processing of 


international telegrams." Western Union Comments, p.3. While 


the 


present method utilized by Western Union to make the distribution 


“tia 


may be less than desirable, it is also probable that the m 
distribution eoura be computerized in a way as to eliminate 
the need for:most, if not all, of the manual attention now 
required wothout altering the formula's fundamental basis. . RCA 


Globcom would be willing to share in the costs needed to explore 


computer programming for this task. 


However, it is clear that the revisions suggested by ITT 


would give Western Union the same administrative problems as 


the existing formula. Under each of their plans, the distribution 


of the unrouted traffic would have to be revised as the market 
share of each carrier changed. Since these changes could be 
expected to occur frequently, its proposals could actually 
necessitate Western Union changing the program more often than 


if the existing formula were maintained. 
¢ 


Western Union also complains that it has experienced 
difficulties in obtaining the agreement of the international 
recerd carriers on the amount of its costs and the equitable 
sharing thereof for its distribution services under the formula. 
The only disagreement we are aware of relates to the fact that 
Western Union has in the past sought to charge the international 


carriers for functions not involved in the distribution of 


unrouted traffic, i.e. costs which are supposed to be covered 


in the regular division of tolls. We do agree that the full 
costs of identifying which international carrier is to receive 


what unrouted traffic should be borne by the international 
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record carriers and we will continue to pay our share of these 


costs as required under the formula. 


Conclusion 


In view of the foregoing and its initial comments filed 
on July 8, 1974, RCA Globcom requests that the Commission find 


that the formula continues to operate in the public interest. 
Respectfully submitted, 
RCA GLOBAL COMMUNICATIONS, INC. 


s/ Francis J. DeRosa 


: s/ Carl J. Cangelosi 


Its Attorneys 
2030 M Street, N. W. 
Washington, D.C. 20036 


August. 16, 1974 
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Washington, D.C.20006 


United States Liberia Radio Corporation 
1200 Firestone Parkway 
Akron, Ohio 44300 


William English, Esq. 
Comsat General Corporation 
950 L'Enfant Plaza, S.W. 
Washington, D.C. 20024 


s/ Jean D. Makris 


34h 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 


International Record Carriers’ Scope of RM-690 


Operations in the Continental United 
States, Including Possible Revision to 
the Formula prescribed under Section 222 
of the Communications Act 


al 


RESPONSE OF ITT WORLD COMMUNICATIONS INC, 


HOWARD A, WHITE 
Senior Vice President 
And General Counsel 


JOMUN A, LIGON 
Attorney 


Of Counsel: 


John F. Gibbons, [sq, 


342 


Before ‘the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 


International Record Carriers' Scope RM-630 


of Operations in the Continental United 
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RESPONSE OF ITT WORLD COMMUNICATIONS ING, 


iat World Communications Inc. (ITT Worldcom) hereby responds 

to the comments filed on July 8, ee the above referenced matter 
respecting revision of the International rormula. Initial comments were 
filed by RCA Global Communications, inc. (RCA Globcom), Western Union 
International, Inc. (WUI), TRT Telecommunications, Inc. (TRT), Canadian 
Pacific Limited (CPL), Comsat General Corporation (Comsat General), 
Western Union Telegraph Co. (Western Union), and ITT Worldcom. ITT 
Worldcom, TRT, Western Union and Comsat General all urge that revision 
of the existing Formula is necessary. CPL sceks only to preserve its 


Australasia quota in any revision of the Formula. RCA Globcom and WUI, 


however, urge that nothing is basically wrong with this Tormula, whose 


1/ The comments of Canadian Pacific Limited were filed on January 23, 1974, 
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Before ‘the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 


International Record Carriers' Scope RM-6390 


of Operations in the Continental United 
States, Including Possible Revisions to 
the Formula prescribed under Section 222 
of the Communications Act 


dl 


RESPONSE OF ITT WORLD COMMUNICATIONS INC, 


LS ee World Communications Inc. (ITT Worldcom) hereby responds 
to the comments filed on July 8, ee fae the above referenced matter 
respecting revision of the International Formula. Initial comments were 
filed by RCA Global Communications, inc. (RCA Globcom), Western Union 
International, Inc. (WUI), IRT T2lecommunications, Inc. (TRT), Canadian 
Pacific Limited (CPL), Comsat General Corporation (Comsat General), 
Western Union Telegraph Co. (Western Union), and ITT Worldcom. ITT 
Worle, TRT, Western Union and Comsat General all urge that revision | 
of the existing Formula is necessary. CPL sceks only to preserve its 


Australasia quota in any revision of the Formula. RCA Globcom and WUI, 


however, urge that nothing is basically wrong with this formula, whose 


l/ The comments of Canadian Pacific Limited were filed on January 23, 1974. 
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shown to be contrary to the public interest". Moreover RCA suggests 
that the sole basis for the Commission's determination to review the 
Formula was the length of the period (thirty years) that the Formula has 
remained unchanged, a criterion which RCA.urges is not a valid measure 
of the public interest. 

The Commission clearly has descretion to exercise its investi- 
gatory authority greater than that urged by RCA, 4 point hardly worthy of 
serious argument. The whole weight of the Commission's history and the 
precedents established thereunder suggest @ very broad aici More=- 
over, the logical extension of the RCA-argument would require that the Com- 
miSsion possess the very information which an investigation was under- 
taken to produce, before it could order that such an investigation be con- 
ducted. The resultant total paralysis of the administrative process is 

‘ 
obvious. 

Equally erroneous is the RCA position that.the Commission's 
determination to order this investigation was predicated solely on the age 
of the Formula. While the Commission itself knows best the full basis 


for its determination, it is clear that the record before the Commission at 


the time showed many more specific ills besetting the Formula than simply 


3/ See, for example, FCC v. ‘Pottsville Broadcasting Co.,309 U.S. 134 (1940) 
and U.S. v. Southwestern Cable Co., 392 U.S. 157 (1968). ' 
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old age. That record showed that the distribution of unrouted traffic 
pursuant to this Formula produced serious inequities among competing 
carriers; that such inequities had been continuing fora number of years; 
and that the inequities would get worse if the Formula were not soon 
revised. 

Even if the RCA position were found to have some merit to the 
extent that it urged that the order of investigation should not operate to 
shift the burden of proof, this argument and the issue were mooted by the 
July 8 comments of carriers urging revision of the Formula . Those 
comments are replete with conceptual description, and factual example, 
which show clearly that the existing Formula is unjust, unreasonable, in- 
equitable and not in the public iaeniese. Since the Commission has these 
comments before it, ag useful purpose would be served by reiteration. 
its The present Formula is not in the public 

interest; it must be revised 

In their efforts to preserve the status quo, both RCA and WUI 
argue that the Commission must affirmatively find that the existing 
Formula is not in the public interest before it can prescribe any re- 


vision to the Formula. RCA then argues that the ITT Worldcom Complaint 


focused largely on problems with,and suggested revisions of,the Formula 
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wiuch reflected a self interest Perspective rather than that of the 
public interest, WuUI argues that positive harm to the public interest 
must be shown before a new Formula may be prescribed. In arguing 
thet no such harm exists, WUI urges that the Formula operation has 
been and continues to be "successful", with traffic being smoothly 
and efficiently transmitted by Western Union. Thus, it argues, the 


Public interest is clearly served, 


‘ 


Both RCA and WUI attempt to mold the public interest to sult their 
Own private interests. RCA's arguments that ITT Worldcom's self interest 
is not 4n ap. ropriare measure of the public interest conveniently icnores 
the corrollary procosition that RCA's interest in preserving the status quo 
is equally inappropriate to define the public interest, Similarly the WUT 
position that the Formula has worked “successfully” and thus operates 
in the public interest requires an extraordinarily narrow scope for the 
public interest, In WUI's view the Formula is "successful" because it 
mechanically works - all international messages delivered to Western Union 
are transferred to an IRC for foreign transmission. Such a mechanistic 
definition of success would make equally successful a purely random 
selection by Western Union of the IRC to whom an unrouted message is 
transferred, or for that matter, the transferral of all unrouted messages 


to a single IRC, assuming capability of the IRC to handle the volume. 


sollte 
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Such a criteria for judging a given Formula hardly comports with the 


statutory mandate that the formula be just, reasonable, equitable and 2 
in the public interest, : 

Moreover, while the burden of proving unlawfulness of the 
existing Formula may lie initially with the carrier or carriers seeking 
revision of the Formula, this burden certainly has been met by the 
abundant documentation as to the unlawfulness of this Formula presented 
by the ITT Worldcom Complaint and associated pleadings and the initial 
comments of the numerous parties supporting revision of the Formula. 
S*«wn beyond dispute is that this Formula effects severe inequities in the 
Gistribution of unrouted traffic émong comseting carriers, inequities which 
derive solely from the original goal of preserving 1942 market shares, a 
goal, itself, inconsistent with the public interest in 1974. Concomitantly 
that Formula necessarily reduces to some deqree a carrier's motivation to 
provide its customers with the best possible oroduct at the lowest reasonable 
charge. In addition this Formula operates to frustrate, at least to some 
extent, the Commission's policies and determinations that the public should 
receive the benefits of healthy competition between the international record 
carriers. Clearly this Formula cannot be found to be consistent with the 
public interest, especially given the broad perspective the Commission has 


consistently used to measure the public interest, 
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Finally, both RCA and WUI appear to take the position that 
the Formula can only be found unlawful upon a showing that it is not 
in the public interest, notwithstanding a clear showing that it is un- 
just, unreasonable and inequitable . While the point is largely academic 
since the existing Formula is quite clearly not in the public interest, 
this position confuses the standard required by Section 222 of the Act 
for approving or prescribing a new or revised Formula and that for deter- 
mining unlawfulness of an existing Formula, and needs to be refuted. 
In determining pursuant to Section 222, whether a proposed Formula will 
be lawful, the Commission must find thet the Formula is just, reasonable, 
ecultable and in the public interest. However, when reviewing an existing 
Formmuta the Commission is required to find such Formula to be unlawful 
and prescribe a new and lawful Formula. if the existing Formula fails 
to meet’any of the standards for lawfulness -~ i.e. if the existing Formula 
is unjusf or unreasonable or inequitablAé or nat in the public interest it 
is unlawful and must be revised. 

Even if the Commission were unable to find that the existing 
Formula was per se not in the public interest, there remains a clear basis 
for it to find that the distribution of traffic caused by the Formula is un- 
just and inequitable. Thus the Commission has been correct in its 


determination that the Formula should be investigated; and in the end 


the Commission must prescribe a revised Formula which will be just, 


os 


reesonable, equitable and in the public interest. The formula re- 


visions heretofore suggested by ITT Worldcom would satisfy those 


standards, 


Til. Alleged investment in physical plant premised. 
on expectations of unchanging formula traffic 
is not a public interest criterion 


RCA and WUI each offer the position that the existing Formula 
should not be changed because it would cause underutilization of 
physical plant for a carrier losing unrouted traffic, idled capacity 
which each claims was installed upon the expectation that the Formula 
Gistribution would remain unchanged indeiinitely, This position is 
untenable both from the standpoint of the public interest and the specious 
besis which it finds in fact. 

The ITT Worldcom complaint against the Formula has been a matter 
of public record for almost ten years. Given the flaws in the Formula 
which are apparent even on its face, its early revision should 

4 
reasonably have been foreseen. v Thus it would have been highly 


imprudent for any carrier management to scale its investment in 


4/ By letter dated February 4, 1966, the Chief of the Common Carrier Bureau 
advised ITT Worldcom that action on the Complaint, which had been antl- 
cipated by that point, had been delayed due to other urgent matters, but 
that such action would be taken "at the earliest practicable date". 


© 


ithe 


nheeaical nlant tev o:. iffeant Arar neon exnectotions that 
unrouted traffic distribution would not be revised. This degree of 
fiscal imprudence, ‘if in fact it occurred, cannot be excused merely 
by urging that the public interest favors the avoidance of excess 
capacity in the industry. The Commission has never eceae the 
public interest as requiring it to shape its policies so as to sities 
the profits of an imprudent management. 

On a more practical level, the positions taken by RCA and WUI 
are simply contrary to the realities of the plant necessary to the distri- 
sth we internation2l telegraph ee The physical plant under 
consideration is comprised largely of switching facilities and the outgoing ~ 
lines to various foreign destinations. In the switching facility, which is 
usually’a computer, a very large proportion of the total equipment required 
is largely independent of the volume to be switched, within fairly wide 
limits. The computer logic, its programming and much of its memory are 
generally established at somewhat irreducible minimums which can handle 
a rather large range of instantanecus volumes. The incremental portion of 
unrouted traffic for any given carrier which might be shifted to another 
carrier upon revision of the Formula could not realistically, have been 


significant in influencing that carriers total investment in switching 


facilities. The non-relevance of this incremental unrouted traffic to 
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plant investment is even more apparent with respect to the outgoing 
circuits. As the Commission can easily determine from its own records 
(input data to the Commission's consolidated industry circuit status 
report for IRCs), there exist only limited instances where a 

carrier requires more than one 50 baud channel per country for telegraph 
message traffic. This irreducible minimum single channel will be re- 
quired whether message volume is one or one thousand. Thus the in- 
crementaél volume created by unrouted traffic should have no significant 
effect on plant investment as respects Outgoing channels. 

RCA has also argued that the abe hee) telegraph message 
mérket is declining and that thersisr2 t2= Commission's policies supporting 
competition are not relevant to the instant inquiry. This argument is not 
relevant to the issue of whether the Formula should be revised even if 
the premise is true. Although in that connection the statistics cited by 
RCA to show that the market is declining could equally well be interpreted 
to show that the market, except for a brief spurt in the late sixties, has 
remained fairly constant. What RCA is basically arguing is that the 
Commission should not authorize any new competition in the international 
telegraph market, which begs the question before the Commission, Com-" 
petition in the international telegraph messaae market has long been 


authorized by the Commission and presumably notaing in this proceeding 
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_will change this fact. The question at issue is whether all competitors 


will get an equal opportunity to compete rather than, as today, some 
heing hampered, ollwrs advantaged, by a clearly artificial restraint 
aimed at preserving market shares from an era 30 years remote in time 
and light years away in communications technology, services, and 
requirements. ITT Worldcom submits that Section 222 of the Act prohibits 
such an arbitrary and inequitable distribution of traffic and requires a 
Formula which basically treats all compatitors on an equal basis. 
iv. The existing overages and deficiencies 

must be eliminated 

RCA érgues that the Commission is l!esally bound to provide me 
compensation to RCA for the accumulated deficiencies associated with 
its position in the Formula; RCA also urges that it is equitably entitle 
to such compensation because of its good faith compliance with the 
Formula. This position was anticipated and largely answered in ITT 
Worldcom's initial comments, and those arguments will not be here 
repeated. The RCA position that the Commission is legally bound to 
provide it compensation for accumulated deficiencies is premised on 
the prescription of the Formula by ne Commission. Aside from the 


conceptual fallacies in this position addressed in the initial comments, 


Pe 


the argument also rests on the highly dubious proposition that the 
Commission's order prescribing the 1943 Formula operated as a warranty 
that each carrier would always receive exactly the proportion of the traffic 
which would be calculated pursuant to the Formula. Obviously this was 
not the Commission's intent or purpose; rather the Commission approved 
in principle an effort to distribute traffic, over the near short-term, so that 
the then eeebiny market shares would be maintained. Since the Formula 
required that all specific routings of trafiic be honored, the Commission 
must nave foreseen the sossibility that routed traffic handled by a carrier 


might exceed such carrier's quoia for all traffic, It is inconceivable there- 


fore that the Commission srescrized 2 Formula with a propensity for being 
unbalanced, with no effective machinery ior redressing ae if it 
intended,to create compensable balances and rigid market sharing arrange- 
ments among the interested carriers. 

Equally intenable is RCA'sclaim of an equitable right to be com- 
pensated for the accumulated deficiencies because of its good faith com- 
pliance with the Formula. The Formula is directed to Western Union and 
it therefore is the only carrier from which an affirmative "compliance" Is 


required. That RCA has provided required data on its own traffic to the 


International Quota Bureau, paid its share of the Bureau's costs and generally 


accepted the Formula distribution without complaint during a period when 


pa 


RCA was reaping substantial benefits under the Formula, simply shows 
that the carrier acts in its own obvious self interest. 

Moreover, as an equitable matter, RCA has not been deprived 
by the Formula of any traffic which it has rightfully earned; instead it 
simply found itself unable to maintain in a competitive marketplace the 
large share of traffic it had enjoyed in 1942, even with a strong bias from 
the formula which shifted large numberof unrouted messages to it for re- 


placement of lost routed traffic. 


ny 


V. Preservation, in a revised Formule, of artificial 
provisions for the distribution of 2ustralasia 


raffic would be contrary to ine oublic interest 


CPL has urged that any revision of the Formula must preserve its 
existing quota of unrouted traffic to Australasia, which it claims to be the 
sudject of a contract between itself and Western Union. For the same 
reasons earlier urged for eliminating Schedule B from the revised Formula, 
ITT Worldcom respectfully suggests that arbitrary traffic sharing or routing 
provisions based simply on 1943 traffic distributions have no place in a 1974 
Parnuie and should be eliminated. And, as with Schedule B, the distribution 
of traffic to CPL for thirty years, pursuant to its agreement with Western 
Union has to be considered good and sufficient consideration in satisfaction 
of whatever obligation prompted the initial agreement. Moreover, even if 


still contracturally valid, the agreement between Western Union and CPL 
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cannot override the statutory obligation of the Commission to eliminate 
the striking inequities of the existing Formula. 
VI. Only routings via authorized direct circuits 


should be used in determining proportionate 
unrouted traffic in a revised formula 


In comments which largely parallel the position of ITT Worldcom, 
TRT urges that unrouted traffic be distributed in proportion to routed traffic, 
but would include in its allocation base, traffic via authorized direct circuits 
and via indirect routings. ITT Worldcom believes that inclusion of traffic 
via indirect routings in the allocation base would be unwise and has pre- 


viously urged the Commission to use only traffic via authorized direct circuits 


in the Formula base. This position is 52s=c¢ upon the following considerations. 


To distribute unrouted traffic in proportion to indirect routings would tend to 
circumineat and frustrate Commission determination as to the degree of 
competition among IRCs which Is reasonable and in the public interest; 
it weuld deprive a carrier of traffic to points which the Commission had 
authorized it to directly serve, while at the same time rewarding, with 


unrouted traffic, another carrier which th:s Commission had not certified for 


service directly to such point. 
; 


lower proportion of the message toll for the we. carrier than via direct 


Indirect service necessarily results ina 


service because of the toll share which must be paid to the indirect carriers' 


ww 
on 
Cc. 


=}5- 


intermediate correspondent. Thus, requiring that unrouted messages 

be sent via an indirect service would produce, by FCC fiat, an un- 
necessary impact upon-the U.S. balance of payments. This impact would 
be compounded by return messages received, at least in some cases, via 
the same indirect routings. Finally, as the Commission has previously 
recognized, the using public receives better service via the direct circuits, 
The chance for outage or message error is reduced: faster service is also 
likely due to the elimination of handling and potential congestion at the 


5/ 


intermediate switching point. 


In its commsnis, TRT also urses that gateway traffic be excluded 


trom the traffic base for the revise? Formulz. The context of its comments 
Sugcests, however, that it only wishes to exclude traffic directly picked 


up by the IRC's in the gateway, not Western Union transfers which were 
@ 

filed in the gateways. The latter position is consistent with the position 

suggested by ITT Worldcom. Accordingly, ITT Worldcom will reserve 


comment on this aspect of the TRT proposal in the hope that TRT will 


clarify the point in its responsive comments. 


VII. Revision of the Maritime Formula is 


also required by the public interest 
Comsat General has suggested that the Maritime Formula, which 


is an appendix to the International Formula, has also been rendered 


obsolete by changing events, particularly maritime communications via 


s/ See, for cxample, ITT World Communications Inc, service to Korca, Memo- 


randum Opinion, Order, Authorization and Certificate, File No. T-C-2038-4, 
released August’ 5, [974, 
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satellite, and must be revised. ITT Worldcom is in basic agreement 
with the Comsat General position that a revision of the Maritime Formula 
is required. Indeed, most of the comments directed to the obsolete, 
inequitable and anachronistic nature of the International Formula are 
equally applicable to the Maritime Formula. 

ITT Worldcoin takes strong exception,however, to the Comsat 
General suggestion that a revised Maritime Formula should base unrouted 
traffic distribution in part on the relative capacity which each carrier 
has available in the market. A more irrelevant and arbitrary distribution 
erit2ria can harcly be im@gined. This argumant, which exactly parallels 
that of RCA and WUI in connection with zane chysical plant used for inter- 
nétional telegraph message traffic, 2ssum¢5 that the unrouted traffic pool 
is to be uscd to subsidize a carrier which, for whatever reason, has ac- 

' 
quired capacity in excess of that reasonably requircd to serve the market, 
The public interest does not embrace such a concept. As long as a carrier 
has sufficient capacity to accept offered traffic, the matter of available 
capacity should have no bearing on the distribution of unrouted traffic in 
any distribution Formula. 

While ITT Worldcom agrces with Comsat Gencral that a decisional 
mechanisin must be provided in the Maritime [orinula to separate unrouted 


traffic to be sent via satellite or via the hf/inf systeins, this ls a matter of 


priinary concern for Western Union, Therefore ITT Worldcoim will reserve 
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comment in anticipation of Western Union's position being made 


known in its responsive comments. 


UNG Administrative simplification of the Formula as 
urged by Western Union is a desirable goal but 


specific approaches may be unattainable or 
undesirable 


In its comments Western Union has urged that the Formula be 
revised and simplified. In offering detailed suggestions Western Union 
heeds its list with the oroposal that all cablegrams be required to be 
routed by the sender, As ITT Worldcom hés previously stated in response 
to canis suggestion, it scresents @ ¢o3! co°S2 sought, but does not appear 


oresently workable. If Western Uritn wiin2s to pursue this approach it 


snould offer speciiic methodolosy sr imstsmenting it, including means 
ior assuring that routing selection by customers would be made ona basis 

' 
which is fair to all carriers; for example, the basis should be such as to 
avoid the possibility of the customers routing being influenced by the name 
similarity between WUI and Western Union, 

If it is to continue making the unrouted distribution itself, Western 
Union secks a simplification of the procedures, perhaps by setting up ex- 
clusive countries for cach carrier. ITL Worldcom agrees in principle with a 
simplification of procedures, but strongly opposes thks idca of sctting up 
exclusive countries. This approach contains the same flaws as pointed out 


by ITT Worldcom in its initial comments with respect to a Formula based on 


worldwide traffic As opposed to individual countries, and the arguments 
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raised there are cqually applicable here. 
CONCLUSION 


ITT Worldcom has shown beyond dispute that the existing 
International Formula is unjust, unreasonable, inequitable and not 


in the public interest. It must be revised. ITT Worldcom urges that 


the Formula be revised so as to distribute unrouted traffic in proportion 


to routed traffic via authorized direct circuits. Such a Formula will be 


Hd) 


Just, reasonable, equitable and in «he ouslic interest. 


Respectfully submitted, 
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Before the 


FEDERAL COMMUNICATIONS COMMISSION AUG 19 1974 
Washington, D. C. 20554 
' CUENSEL 
WASHINGTOR 


In the Matter of 


International Record Carriers! Scope 


of Operations in the Continental Docket No. 19660 


Reet See See Se SF See ee ee” 


United States, Including Possible RM-690 
Revisions to the Formula Prescribed 
inder Section 222 of the 
Communications Act. 
REPLY OF WESTERN UNION INTERNATIONAL. INC. 
Re een rn ana acne nt 


Pursuant to the Commission's Memorandum, Opinion 
and Order released June 10, 1974, Western Union International, 
Inc. (WUI) hereby submits its reply to the comments of 
ITT World Communications Inc. (137), RCA Global Communicaticns, 
Inc. (RCA), TRT Telecommunications Corporation (TRT) and The 
Western Union Telegraph Company (WUTelCo). 

: The Formula Well Serves Its Purnose 

In considering any Proposal to change the international 
formula, one cardinal fact must be kept in mind and that is that 
the formula works, and has worked Satisfactorily for many 
decades. It is well understood by those who administer i 
and vy those who are entitled to its benefits. It has withstood 
the test of time, and by surviving for thirty years, without 
Significant change to its basic Structure, has proved to have 
been soundly constructed. It is noteworthy that over the 
entire span of its existence, no complaint or objection has 


ever been lodged ayainst the formula by any member of the 
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public. In fact, the only objections ever heard come from 
carriers who clearly believe that they stand to gain traffic 
from a change in formula. Although their objections are 
coucned in terms of the public interest, none of the pleadings 
Tiled in this proceeding have given any valid reason why the 
current operation of the formule is inimical to the public 
interest. 

Consequently, the question that is before the 
Commission in this proceeding is sclely concerned with how the 
unrouted message pie shall be Sliced; not whether or not the 
public will benefit froma change in the formula. Whatever 
the Commission decides, service to the public will not be 
improved in the least. In fact, an abrupt change in the pattern 
of distribution of unrouted traffic may well impair service 
to the public, if as a result some carriers receive more 
traffic than they are set up to handle and other carriers 
have capacity which becomes idle. 

An additional factor to keep in focus is that the 
Commission is required by Section 222(e)(3) of the 
Communications Act of 1934, as amended, to make a positive 
finding that the current formula "4s or will be unjust, un- 
reasonable, or inequitable, or not in the public interest". 


Consequently it is necessary for any proponent of a change to 


show by clear and convincing proof that the current Operation 
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of the formula is not in the public interest. As will be 
shown hereinafter, this has not been done. 

During its existence, the formula, and the organizations 
se“ up to administer it, the International Formula Committee 
and its operating arm the International Quota Bureau, have 
efficiently and effectively provided: a mechanism to 
distribute unrouted traffic. As a result, the carriers 
invoived are thoroughly familiar with the System. The procedures 
are well adapted eae honed through long use to be efficient. 
AS a result of their long experience with the formula, each of 
the carriers receiving traffic have been able to adapt their 
plant and equipment to provide the most cost-effective 
conri guration to handle the amount of traffic expected to 


be received. 


One of the principal arguments by the proponents of 
change oe formula consist in the mere assertion that 

the passage of thirty years somehow renders the formula ipso 
facto, contrary to the public interest. This argument appears 
to assume that after prescribing the formula in 1943, the 
Commission thereafter completely ignored the formula. This 

is far from the case. The Commission has had it under 
consideration on several occasions, when it had opportunity 


to make revisions in the formula. When necessary, the FCC 


‘has in fact made any changes deemed necessary to conform to 
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current conditions, without changing the essential nature of 
the formula.* The principal case arose in wcnneeeion, 

with the divestment of Western Union Cables. The formula was 
examined in detail, and many substantial changes were made to 
accomodate the fact that Western Union Cables was about to 
become an independent common carrier. Despite the fast that 
these changes occupied a great deal of the Commission's time 
and attention, and despite the passage of some 17 years since 
the adoption of the formula, the Commission then found no 
reason why the basic concept of the formula was detrimental 

to the public interest, and did not order any fundamental changes. 
Had there been any basic flaws in the concept and operation 

of the formula, they would have been as apparent after 17 years 


of operation as after 30 years. 


No Change is Warranted Unless Required 
by the Public Interest 


Certainly there are good reasons for retaining the 
formula as is, in the absence of a strong showing of harm to 
the public interest. The international record communications 
industry functions best when there is reasonable stability in 


the conditions under which it operates. Changes in the 


See, e.f., RCA Communications, Inc., 19 FCC 1070 (1955); 
The Western Union Telegraph Co., 25 FCC 532 (1958); RCA 
Communications, Inc., 29 FCC 485 (1960); The Western Union 
Telegraph Co., 30 FCC 323 and 951 (1961); The Western Union 
telegraph Co., 2 FCC 2d 7 (1965). 
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formula, which controls the distribution of approximately 
four WiLDGn easier: Should not be made lightly. The 
plans and arrangements of the carriers, based upon the 
current distribution. method, would be disrupted with 
consequent inefficiencies and wastage. 

The positive achievements of the formula strongly 
militate against any change without a compelling showing 
of need. The formula must be credited with preventing the 
waste of resources in fruitless sales solicitation efforts, 
and duplication of facilities which bring no public benefit. 
It has also permitted a reasonable allocation of unrouted messages 
without constant inter-carrier disputes or favoritism. It 
must also be credited with achieving one of its principal 
aims in i943; that ef assuring the continued viability of the 
public message services of the international carriers. 
Partly as a result of the Operation of the formula, the 
international record carriers have succeeded in maintaining 
the same price level (except for a one cent pass-through of 
an increase in landline haul costs) since 1958, in the face 
of sharply rising costs and escalating domestic public 
message prices. At the same time, the formula has fustoned 
keen competition. between the international record carriers 
in quality of service, as evidenced by the fact that 
all carriers have conducted extensive modernization and 


computerization of their facilities. 
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The Formula Has Not Been Shown to be 
Unjust, Unreasonable, Inequitable or Not 
in the Public Interest 


I. Age Alone Does Not Invalidate the 
Formula 


It is argued since the formula is now thirty-one 
years old, it 1s automatically inequitable and hence invalid. 
This is of course nonsense. There are rules and regulations 
of the Commission which are older than the formula - does this 
mean they are also to be considered invalid? Mere repeated 
recitation of the date that the formula was prescribed does 
not provide a valid basis for disrupting the industry with 
large scale changes of the formula, and does not provide the 
positive showing of harm necessary before any change can be 
implemented. As shown above, the Commission has repeatedly 
declined to avail itself of opportunities to revise it. 

tl. The Formula Does Not Diminish 


Incentives to Provide Better 
Service 


One of the chief arguments made by proponents of 
changes in tne formula is that its operation provides 
"disincentives" to providing better service.* This argument 


is based upon one aspect of the formula, whereby the routed 


* Significantly, no allegation has been made that the formula 


provides an incentive to poorer service. 
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traffic is counted together with the unrouted traffic towards 
fulfilling a carrier's quota. Thus it 1s argued that in 
specific subareas, an increase in routed and self-originated 
traffic will lead to a corresponding offset in unrouted 
traffic. This, it is said, leads to a "disincentive" to 
better service since an increase in routed traffic will not 
lead to an increase in total traffic. 

This argument reveals a misconception of the nature 
of the record message industry. The international public 
message service is today highly computerized. By the very 
nature of computer Operations, it is absolutely necessary 
for every carrier to treat all messages handled by it in. 
as nearly uniform manner as possible. Thus as a practical 
matter it is impossible to provide a better grade of service 
for messages to one destination than messages to another 
destination. Each carrier is dependent on its overall 
grade of service to maintain or increase its share of the 
market, and canno* discriminate amongst destinations. Even 
if this "disincentive" were to exist for particular areas, 
for particular carriers, each carrier obtains most of its 
traffic from routed and pickup traffic, and areas for which 
this "disincentive" does not exist. Thus no carrier can 
afford to let its service decline in any area. 

The existence of substantial "overages" in numerous 


areas is proof that no "disincentive" exists. Where a carrier 
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has fulfilled its entire quota through routed and self-originated 
traffic, each additional message that it picks up through 
increased solicitation or improved service results in a net 

gain to that carrier. It is only in the severely limited 

number of cases where a carrier has not fulfilled its quota 
through routed traffic that this "balancing" provision of 

the formula applies. Every carrier has areas where the 

balancing provision does not apply; and consequently every 
carrier has strong incentives to increase its grade of 

Service as much as possible, so as to foster a net increase 

in traffic. ITT admits that "there have not been substantial 
degradations of service during the life of this formula" 
(ITT Comments, page 11). Indeed the entire history of 
the international record carrier industry reveals 
continuing efforts by all carriers to improve their service, 
and the present highly developed, computerized operation 

is evidence that the formula has not in any way limited the 
inducement to provide the best possible service to the public. 


III. The Formula Does Not Operate To 
Maintain Market Shares 


The formula has been accused of being a market-sharing 
Cevice, since it allocates traffic on the basis of the ratios 
of traffic handled in the base year. However, the formula 


itself was designed so as to prevent its being a device to ‘ 


freeze market shares. 
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It was specifically provided in the formula that all 
routing by customers Should be honored. Every carrier has 
the right to solicit as much traffic as it wants in the 
form of routed and self-originated traffic. The formula 
states that "in distributing unrouted traffic, the Merged 
Company shall preserve for each carrier and for each category, 
so far as practicable, the relative distribution...which prevailed 
during the base period". The framers of the formula 
therefore foresaw, and specifically made provision for, 
changes in market shares which will be caused by carriers 
exceeding their quota by routed and self-originated traffic. 
Indeed the formula specifically provides that "the right to 
receive a quota under this formula shall not purport in any 
manner whatsoever to limit or to restrict a carrier's scope 
of future operations". 

Thus all carriers have been free at all times to 
increase their traffic and to develop new market areas. 
TRT in particular has been energetic in finding new areas 
for its expansion. ITT has admitted that the operation of 
the international formula has not been an effective device 
for maintenance of market shares since each carrier “could 


exceed its base period traffic level with only routed traffic" 
(ITT Comments page 9). 
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IV. Overages and Deficiencies Do Not 
Warrant Change in the Fouiula 


id I SS SE RS LS 

Proponents of change in the formula have urged that 
the existence of "overages" and "deficiencies" is in itself 
a sign that the formula is inequitable and thus needs change. 
It should be realized however that these "overages" and 
“deficiencies” do not represent real dollars owed by one 
carrier to another. Rather, they constitute a mere book- 
keeping device useful solely in the context of decisions 
relating to allocation of traffic destined to particular 
Subareas. They are of value solely to IQB personnel in 
their efforts to insure distribution of unrouted traffic 
in accordance with quotas, "so far as practicable". 

In some subareas, the routed or self-originated traffic 
handled by certain carriers have consistently been greater 
than the quota allotment of such carriers, thus leading to 
mounting totals of "overages". This fact however does not 
justify any change in the quota. -All that means is that the 
formula'’s provision respecting market quotas has proved to 
be of less quantitative significance than the equally valid 
provision of the formula that specific routinys by the 
customer should be honored. The cumulative overages and 
deficiencies merely indicate the extent to which it has proved 
not to be “practicable” to provide the precise market share 
originally designed. There is no violation of the formula 


in this. Neither the public nor any carrier is harmed by the 
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fact that in some areas the cumulative overages and 
deficiencies keep increasing. They are merely a tallying 
mechanism of no more monetary significance than Monopoly 
money. Certainly the fact that growing numbers appear 

on the ledgers of the IQB should not be of concern to the 
Commission or the public, since the increasing size of these 
numbers has no practical effect. 


WUI Does Not Have an Unfair Competitive 
Advantage in Gateway Cities 


Both ITT and TRT urge that the fact that the formula 
provides for the designation of certain Western Union Telegraph 
Company offices in the gateway as WUI offices, for the purpose 
of administering the formula, somehow gives WUI an unfair 
advantage. TRT urges that this designation is a “gift", 
since WUTe1Co operates and maintains these offices. These 
designated offices do not constitute any advantage to WUI. 
Both RCA and ITT have far more offices in the main gateway 
city than WUI. There are only three offices of Western Union 
in New York City which are designated as offices of WUI for 
purposes of the formula. In contrast, RCA maintains 14 
offices and ITT maintains 10 offices in New York City.* 

WUI is prevented by its agreement with Western Union, 


pursuant to the formula under which it receives the "benefit" 


# In Washington and San Francisco, RCA and ITT each have 
one office, and. one WUTelCo office is designated as a 
WUI office. 
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of these offices, from opening its own public offices. 
Furthermore, WUI receives no gift. For each of the messages 


, 
received by Western Union at the "designated offices", and 


subsequently transferred to WUI, WUI is required to pay 

the full landline haul charges to Western Union. Neither 
ITT nor RCA pay these charges for messages that are filed 

in their offices. It is noteworthy that neither ITT nor 

TRT suggest that all IRC offices in gateway cities be closed 
in conjunction with its suggestion that WUI be deprived 

of the designation of Western Union offices. Such a 


proposal would have the benefit of eliminating duplicate 


facilities and increasing Western Union's landline haul 


revenue. : 


The Proposed Revisions Have Not 
Been Shown to Confer Public 
? Benefits. 


By their ardent advocacy of revisions to the 
international formula, TRT and ITT have demonstrated 
that each considers that it would gain traffic by the 
proposed changes. Significantly lacking, however, is any 
showing whatsoever that the public would be benefitted. 
No improvement in service to the public whatsoever would ' 
result. 


No operating improvements will be made; no message 


will be transmitted faster; and there will be no reduction 


in charges. Despite the surface simplicity of the proposal, 
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in practice the proposed formula would be far more 
comple . For example, there are many nations through- 
out the world to which no carrier has a direct circult, 
These are all low volume areas; but provision would 
somehow have to be made in the formula for these 
destinations, leading to added complexity. 

The proposed use of customer routings to 


govern distribution of unrouted traffic would inevitably 


lead to preferred treatment for large-volume business customers 


to the detriment of small users. A strong incentive 
would be created for carriers to intensively solicit 
the large users for routed traffic, since these messages 
would cause additional outbound unrouted traffic to be 
received; which in turn would generate increased volumes 
of inboune traffic through the proportionate return 
mechanism. The multiplyer effect thus created would 
lead to distortion in normal business activities. It 
would become essential for each carrier to concentrate 
attention on the area where it is easiest to obtain the 
multiplyer effect - the large business traffic - and to 
let the small user's traffic slide. 

The substitution of the ITT/TRT proposal would 


undoubtedly cause a change in the traffic flows; but 
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there is no way of knowing at the present just how these 

ows would be altered. Thus it cannot be ascertained how 

each carrier will be affected. Conceivably, if a change 

in the formula affects the utilization ratio of the plant 

of one or more carriers sufficiently, the increased cost 

may lead to a request for increased tariff charges. Certainly 
the Commission should not gamble on the unknown effect of this 
proposal in the absence of a stronger showing of a public need. 

Conclusion 
In deciding whether or not to discard a mechanism 


wn 


a - 
tcnat 


has proved its value over the years, the Commission must 
consider the following facts: the present formula serves the 
public and the carriers well; no detriment to the public 
has been shown; no advantage to the public of the proposal 
has been demonstrated; and the effect on the carriers of the 
proposed formula is totally unknown. 
iThe international formula has been with us for a long 

time. All carriers are thoroughly familiar with this and have 
adapted their operations to it. In the absence of any 
compelling argument that the formula has become unjust, in- 
equitable or not in the public interest, no changes should be made. 
Respectfully submitted, 
WESTERN UNION INTERNATIONAL, INC. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, DC 20554 


In the Matter of 


International Record Carriers’ Scope 

of Operations in the Continental United 
States, Includiny Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act. 


Docket 19660 
RM-690 
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RESPONSIVE COMMENTS OF 
TRT TELECOMMUNICATIONS CORPORATION 


By Memorandum, Opinion, and Order (Order) released 

November 26, 1973 in Docket 19660, the Commission ordered 

an investigation to determine whether the International 
Formula (the Formula) should be revised. In response to the 
Gannidehon's Order, Comments were filed by Comsat General 
Corporation, ITT World Communications Ine (ITT), RCA Global 
Communications, Inc (RCA), Western Union International, Ine 

WUI), the Western Union Telegraph Company (Western Union) and 
TRT Telecommunications Corporation (TRT). TRT herein responds 


to the Comments filed by RCA and WUI. 
The Commission: in its Order pointed out that ITT's 


1964 petition and the responses to that petition 


"(R]aise a substantial question as to whether 

the formula has kept pace with the developments 
in the industry since 1943. We agree that it is 
time, some 30 years later, to re-evaluate that 


structure in light of present realities." 
(Par 11) 
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The Commission concluded that: 


"We believe that the ITT petition and associated 
pleadings make a prima facie showing that the 
current formula is or will be unjust, unreason- 
able, or inequitable and thus not in the public 
interest." (Par 2) 


Both ITT and TRT filed lengthy Comments further 


demonstrating the fact that the International Formula, which 


was prescribed by the Commission in 1943 (and is based on 


1942 relative traffic distribution), is completely outmoded 


in light of the current industry structure and that based 


On current relative routed traffic distribution results in sub- 
Stantial benefits to RCA and WUI at the expense of ITT and TRT. 
Neither RCA nor WUI refute this point. Nor do they dispute 

the merits of the position advanced by TRT in its June 26, 

1973 letter to the Commission. 

Instead RCA and WUI raise procedural issues. They 
take the position that ITT and TRT have the burden of proof 
that the Formula is not in the public interest. They further 
contend that a "full hearing" is required pursuant to Section 
222(e) (3) of the ecenuaiescious Act before the Commission 
can prescribe a revised Formula. Indeed, WUI goes so far as 
to state that "the Commission must have positive proof of 
significant, lasting damage to the public interest." (Comments 


of WUI, p 2) However, WUI gives no support for requiring 


such a high standard of proof. 
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In any event TRT believes that its Comments con- 
clusively demonstrate that the Formula is unjust, unreasonable 
and inequitable, and not in the public interest. Indeed, in 
its Comments (pp 10-11) TRT explains how the Formula actually 
acts as a disincentive to the carriers to improve their message 
service. | 

Moreover--while both RCA and WUI attempt to minimize 
the importance of revising the Formula so as to make the dis- 
tribution of unrouted messages more equitable among the com- 
peting international record carriers--the very passage which 
RCA quotes from the Western Union Merger Proceeding at page 9 
of its Comments undermines its position. In that passage the 
FCC states that, in arriving at a Formula which is in the public 
interest, "weight should be given to the equities as between 
the various carriers, and to the interests of the public in 
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maintaining the strength and service of all carriers. ..." 
Turning to the issue of whether a "hearing" procedure 
is required, TRT is aware that Section 222(e) (3) ©f the Communi- 
cations Act specifically refers to a "full hearing." However, 
since no facts material to the resolution of this proceeding 
have been controverted, it would appear that under these 
peculiar circumstances, a hearing procedure would be meaningless 


and hence unnecessary. Nevertheless, if despite these cir- 


cumstances, the Commission is of the view that Section 222(e) (3) 


requires a hearing to be held, TRT submits that such a hearing 
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should be expeditiously held so as not to further delay the 
outcome of this proceeding. | 

Finally, TRT reaffirms its position (as indicated on 
page 16 of its Comments) that the Simplest method, and a fair 
method, for proportioning unrouted traffic among the US inter- 
national record carriers (IRCs) would be to divide unrouted 
traffic to each and every destination equally among all IRCs 
tariffed to serve that destination. An alternative, but more 
complicated method, would be to allocate unrouted traffic in 
Proportion to the amount of routed traffic generated to each 
and every tariffed point.* 

CONCLUSION 

In view of the foregoing and TRT's Comments filed 
July 8, 1974, TRT submits that the Formula should be revised in 
accordance with the suggestions advanced by TRT. 

Respectfully submitted, 


TRT TELECOMMUNICATIONS CORPORATION 


BY a. ais 


David H Lubetzky 
Vice President-Regulatory 
Affairs & Counsel 


August 16, 1974 
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* With respect to this alternative, TRT has stressed that the 


traffic which originates within the five gateways of San Francisco, 


New York, Washington, Miami and New Orleans should not be considered 
as routed traffic. 
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‘ Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


) 
) 
) 


In the Matter of 


International Record Carriers' Scope of 
Operations in the Continental United - ) Docket No. 19660 
States, Including Possible Revisions to ) RM-690 

the Formula Prescribed under Section 222 ) 

of th2 Communications Act. 


’ RESPONSE OF 
' THE WESTERN UNION TELEGRAPH COMPANY 


i ““ae Western Union Telegraph Company (Western Union) 


-herein submits its response to the comments of ITT World 


-fommmications Inc., RCA Global Communications, Inc., Western 


Union International, Inc., and TRT Telecommunications 
Corporation (collectively referred to herein as International 
Record Carriers) in the Paveaespeer nee proceeding. 

1. Before commenting on the specific suggestions 
of the in¢eenationes Record Carriers, Western Union reiterates 
its principle position as stated in its comments that if the 
quota distribution system cannot be eliminated, that Western 
Union be permitted to withdraw from the handling and 


distributing of unrouted cablegram traffic. There is no need 


that Western Union take part in the distribution of unrouted 
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traffic. Western Union continues to find itself placed in 
the unwanted (and unnecessary) positions of being subject 
to various International Record Carriers' complaints, of 
having to expend its own nanciat and manpower resources 
on a matter essentially unrelated to a revenue producing 
activity, and of failing to fully recover its cost of the 
quota distribution operation. To further complicate the 
latter problem, any increase in cost to be borne by the 
International Carriers must be negotiated and agreed to by 


all the International Record Carriers, resulting in 


considerable time being spent by Western Union personnel in 


the negotiating process and an increase in cost, at least 
initially must be borne by Western Union. Certainly, the 
handling of unrouted cablegram traffic and the responsibility 
for performing this operation should be handled by separate 
instrumentality of the International Carriers formed specifi- 
cally for this purpose. ie 
2. Qf the Carriers filing reigns ony Itt 


World Communications, Inc. (ITT) and TRT Telecommunications 


Corporation (TRT) made specific suggestions as to the manner 
in which the formula should be revised. Briefly, ITT argues 
for an approach which would eliminate quotas as such and 
distribute unrouted traffic equally among all carriers for 


authority to serve-a given destination. Unrouted traffic 


_ would be distributed in proportion to routed traffic by 


carrier and by destination country. Western Union 


suggests that if this proposal is adopted by the Commission, 
and if Western Union is to be a part of the quota distribution 
operation, the Commission fully consider how any new formula 
will eftect the efficiency of Western Union's automatic 
operations, and whether it will be compatible with Western 
Union's existing programs. 

3. TRI suggests that the Quota Bureau be dissolved; 
that the percentages for each carrier and for each country 
or overseas destination be determined annually for the latest 
complete year; that the carriers report to the FCC the number — 
and the tolls of all routed and unrouted messages to each 
country or overseas destination; and that the computation of 
the percentages and the verification of the reporting be the 
responsibility of the FCC. TRT also urges that Western Union 


be substituted for the Quota Bureau, arguing that a “look-up 


table" could be easily incorporated into any sutomatic 
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switching facility now employed or proposed by Western Union 
and that Western Union would simply proportion all traffic 
as received. In other words, TRT advocates that by incorpo- 
rating the Formula into Western Union's software programs, 
our requirements with regard to ease of operation would be 
satisfied. However, such is simply not the case. The 
altering cf our software programs is not necessarily an easy 


task, manual processing would continue to be necessary, 


‘ 
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and the periodic reports on messages and tolls suggested ey 
’ yl a 
by TRT, in which presumably Western Union would have to Be ay 
‘ ‘ Hh 
participate, would be an extensive and time-consuming operation, 
Oe r . 
resulting in further programming and operational difficulties. 
ae oy 
Again, the International Carriers can handle these ‘problems i 
a 
by themselves, with Western Union simply turning over all i 
unrouted messages (assuming our “all routed" recommendation 
is not adopted by the Commission) to an instrumentality of ‘ 
the International Carriers established specifically for that 
oo i. i 
purpose. “3 So ee 4 ee 
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Western Union International, Inc. (WUI) hereby 


replies to the responses of ITT World Communications Inc. 


(ITT 


),; RCA Global Communications, Inc. (RCA), TRT Telecommu- 


nications Corporation (TRT) and the Wester ‘Jnion Telegraph 


Company (WUTelCo), all dated August 16, 1974. 


The carriers proposing changes have now had 


¢ 
several opportunities to demonstrate that there are defects 


in the international formula sufficient to justify interfer- 


ing with a mechanism that has functioned well and efficiently 


for many decades. However, not one of the pleadings filed to 


date by ITT or TRT has given any concrete evidence whatsoever 
of defects in the formula, other than unsupported assertions 
using vague adjectives such as “outinoded", “inequitable", or 
"unreasonable". No carrier has provided any indication of 
exactly in what manner any of the carriers or the public are 


being damaged by the current operation of the formula. 


hy 


ay,” 


In arguing that the formula is outmoded, the 


proponents of change, who have the burden of proof, have 


failed to show which features of the formula are " 
and how such features adversely affect the public interest. 


in arguing that it. is inequitable, they do not show the 
nature or extent of this supposed inequity, or which 


carriers are harmed. They do not show the voluines of 


traffic each carrier should receive if this "inequity" — 


should be removed, nor do they explain the standards of 


fairness they have chosen. In arguing that the formula 


does not serve the public interest, they do not show which 


segments of the public have been damaged by the operation 


of the formula, aor in what manner, nor how this alleged 


Ganage would be eliminated by their proposals. 


The only substantive argument advanced to show 


that the formula's operation is contrary to the public 


interest is the assertion that it provides "disincentives" ~< 


whatever they are - to providing better service for certain 


carriers in certain Sub-areas where an increase in routed 


traf 


Iino way does this argument indicate a detriment to the 
public. 

it_is impossible for any carrier to distinyuish 
auong destinations so as to limit its efforts to improve its 


Service to traffic destined to poir.ts where this "disincen- 
tive" does not upply, and leaving its service unimproved 


outmoded", 


fic would not result in a net increase in total traffic, . 


* 
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fom Vrarfrle destined to uli other polnts the conputerized 


PANE Cy emis co } 
MWacUure (Ol carrier 


Operations, not to mention the prohibi- 
against discrimination contained in Section 202(a) 
of the Communications Act of 1924, would prevent Ee eal eee 


distinction. ws 


Even if a carrier were able and willing to make 


the total amount of traffic to which 

isaincentive" might apply is small. Attached hereto. tee 
as Attachment A is a dickens of carriers and edbweeede for’ Se 
mien. dased on traffic distribution instructions in effect 


at the end of 1973, a carrier would lose an unrouted message 


for every additional routed message obtained by that carrier. : 
it can be seen that of a total of 8.4 million outbound — " 
international messages in 1973, Only 1.9 Willion, or 23% 


would be subject to such a "disinzentive". Obviously no 


carrier would jeopardize the vast majority of its traffic by 


permitting i 
q 


the ground that a small proportion of traffic would not bes. 


ts quality of service to deteriorate Simply on 


affected. 


As WUI pointed out in its Comments, the public” en 
would be harmed by a change in the formula, if such a 
change resulted in a diversion of significant amounts of 
traffic, since the carrier losing traffic would be left 
With potentlully substantial amounts of unused cupacity. 
In reply, {IT argues that such carrlers should have fore- 
Seen the change in the formula which ITT is urging, and 
therefore any purchase of plant to handle the traffic 


which suci, carriers were then actually receiving (but 


ee 


ee, 
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might lose) was "Amprudent". The arguinent is Ggeservinge of 
little consideration. Of course all carriers must acquire 
the physical plant necessary to meet the public's demand 
for service. It would have been highly imprudent for any 
carrier not to do so, on the speculative possibility of a 
formula change in the uncertain future. 

Furthermore, ITT's argument:assumes that which 
is to be proved: The mere filing of ITT's petition does 
not prove that the formula should or would be changed. In 
view of the fact that the public will not be benefitted 
in the least by the change in the formula that is proposed, 
it would have been illogical and imprudent for carriers to 
act on the assumption that I1ll's petition would be granted. 

In summary, no showing has been made that the 
formula is contrary to the public interest or is unfair, 
weyond sweeping and vague assertions. There is a totel lack 
of nad evidence to support these self-serving assertions. 
Moreover, the data base has not yet been developed in order 
to gauge the effects upon the international carrier industry, 
end its component meinbers, of formula revisions proposed by 
ITT and TRT. Since it is clear that service to the public 
will not be affected by the proposed formula revisions, the 
Commission Should carefully consider whether its valuable 
time and resources would be better cmployed in areas where 
substantive accomplishments in the public interest are 


possible. 


‘Accordingly, WUI recommends that this proceeding 


be terminated. Alternatively, WUI asserts its Statutory 


rignt to "a full hearing" (replete with evidence submitted 


under oath, cross-examination, proposed findings, eral 


argument, etc.) which is a condition precedent under Section 


222(e)(3) of the Communications Act to the invalidation of 


the existing formula and to the prescription of a revised 


formula, 


Respectfully Submitted, 


WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Wewell 
Senior Attorney 
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One WUI Plaza 
New York, New York 10004 


September 3, 1974 
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Total 1973 U.S. Originating Messaces: 8,396,998 
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stall Counsel 
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Ss Commission 
Washington, D. 
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United States-Liberia 
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General Manager 
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Anne Kureman, do hereby certify that a copy of 
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Davic li, Lubetzky, Esq. 

TRE Telecommunications Corporation 
1747 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 


Roderick A. Mette, Esq. 
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Washington, D. ¢. 


-ompany 
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William D. English, Esq. 

Comsat General Corporation | 
o50 L'Enfant Plaza, &. WwW. 

Washington, DB. C. 


Mr. J. A. Berenger 
French Cable Company 

25 Broad Street 

New York, New York 10004 


Mr. D. N.. Macleod 

General Manager 

Canadian National Telecommunication 
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/s/ Anne Kureman 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


In the Matter of 


International Record Carriers' Scope of 
Operations in the Continental United 

States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act. 


Docket No. 19660 
RM-690 
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To: The Commission 


FURTHER COMMENTS OF RCA GLOBAL COMMUNICATIONS, INC. 
oe eee ee 


RCA Global Communications, Inc. (RCA Globcem) hereby submits 


further comments on the question of whether the existing formula 


under which distribution of outbound international telegrams is , 
made is unjust, unreasonable, and inequitable, or not in the 

public interdat. In the comments filed on July 8, 1974 and the 

reply comments filed on August 16, 1974 RCA Globcom demonstrated 

that the formula is lawful and accordingly should not be 

rs changed. ITT World Communications Inc. (ITT), on the other hand, 
continued to argue in its August 16 filing that the foxnuke is 
contrary to the public interest and also inequitable to the 


carriers. 


In view of the extensive filings already submitted, RCA Globcom 
believes that only the following points need to be emphasized at 


this time. First, neither the public interest nor the consideration 


J ane 


equity between the carriers requires a change in the dovmata: 
Second, the traffic effects of a change in the formula cannot | 
be reasonably forecast without the statistical data on unrouted 
traffic that will be provided by The Western Union Telegraph 
Company (Western Union) study. Failure of the Commission to 
consider the consequences of a change in the formula on the 


public and the carriers based on the unrouted traffic data would be 


legal error as will be shown below. 


The Public Interest Will Not Be 
Served By A Change In The Formula 


As Suggested By ITT 

In our prior comments, we showed that international telegram 
volume today is approximately 16% lower than in ’$-; and that 
the longer/term trend indicated further decreases in volume. 
We argued that given this type of market, increased competitive 
efforts of the international carriers would merely add to solici- 
tation costs which could not be offset through increased volumes. 
These costs eventually would have to be passed on to customers 
in this presently static market in the form of higher rates. 
The result is clearly that the public would not be served through 
a change in the formula that lead to increased soliciation of 
traffie. For these reasons, and the others in our prior comments, 
we stated that the Commission should find the existing formula 


lawful and likewise reject the ITT arguments calling for a new 


formula under which the unrouted traffic would be distributed in| 


proportion to the routed traffic. 


RCA Globcom's position concerning the public interest has 
not been countered by ITT. It has not disputed our contention 
that greatly increased solicitation costs will result from the 
change it recommends. It has not stated that rates will be 
reduced. In summary it has completely failed to cone to grips 
with the public interest consideration. ITT's response is to the 
effect that while its self-interest may not equate with the public. 
interest, neither does RCA Globcom's interest in maintaining 
the existing formula. We have never equated the public interest 
with increased revenues to RCA Glabcom. Rather the entire 


argument in our prior comments has been in terms of service to 


the public, rates to be paid by the public, and other considerations 


that relate to the public interest. 


Even though ITT has not refuted the assertion that the result 
of its recommended change in the formula will be an increase in 
soliciation expenses for all carriers, it is relevant to consider 
the effect in dollars such an increase could have. RCA Globcom 
estimates that approximately $2-3 million will be expended this 
year by the international record carriers just in the effort to 
solicit international telegrem traffic. With the ITT change, 


this amount would probably increase greatly. 


It is very doubtful that this industry cost of soliciting 


traffic produces any appreciable amount of new revenue that would 
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not otherwise exist. As a result telegram users in the long 


run will pay for these costs without any particular benefit. 


The Commission should consider whether there is any public 


benefit to continuing these’ unnecessary Operating expenses and 


whether it would be more beneficial to establish policies to 


reduce them. 


It should be noted that the carriers face a time period 


that is extremely difficult. Costs of providing service are 


rising at unprecedented rates and it is expected that this trend 


will continue for the foreseeable future. Under the circumstances, 


it will take every possible effort just to maintain the existing 


level of rates. In view of this Situation, the Commission should 


consider establishing policies to help hold down the Spiralling 


costs such as: 


Minimizing the incentive of carriers to spend unpro- 
ductive sums of money on efforts to the extent that 
no benefit accrues to the user. The present formula 


does have such a restraining effect on solicitation 
expense, 


Consider other means that would reiieve the customer 
that chooses to send unrouted traffic of the cost 
burden of solicitation. This could be accomplished 


by charging customers who route their messages for 
the two words "via XYZ". 


It is probable that adoption of these two principles in the long 


run would save users millions of dollars a year and thus be bene- 


ficial to the public. 


Equity As Between The Carriers Does 
Not Require A Change In The Formula 
Realizing that it cannot show that the existing formula is 
adverse to the public interest, ITT states that it ly has to 
demonstrate that the formula is inequitable as between the various 
Carriers. Aside from its legal position, ITT again fails to 
carry its burden since there is no showing that the existing 


formula is inequitable or that its recommendation is now equitable. 


It must be remembered that when the formula was prescribed 
in 1943 by the Commission, it was found to be not only just, 
reasonable and in the public interest but also equitable. It is 
noteworthy that no carrier formally complained to the Commission 
from 1943 to 1964 concerning the equity of the formula nor did 
the Commission on its own motion seek to change it. Consequently, 
ITT has the burden of showing the change in conditions which now 
makes inequitable a formula prescribed by the Commission and 


indisputable equitable for 20 of the last 30 years. 


ITT has not carried this burden. Only by defining equity as 


‘encompassing ifT's interest alone can it argue that its change in 


the formula would be equitable. But the term's meaning is much 
broader. It does not include just the interests of a single 
carrier but rather all of the carriers receiving traffic under 
the formula. In this respect, the Commission must consider as 
part of the equities involved that RCA Globcom has carried traffic 


under the formula for 30 years. We have provided unsurpassed 
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quality of service to the public In return, we have relied 
on the revenues that have accrued from this traffic to support 
the message telegram segment of our business. To suddenly 
change the formula so that a significant portion of those 


revenues are taken away would be grossly inequitable. 


On the other hand, ITT's argument for even more revenues 
cannot be viewed with the same concern by the Commission. ITT 
has received more total telegram traffic over the past 30 years 
than was originally envisioned under the formula. Today its 
overages are in excess of $24.6 million. This is excess benefit 
already received by IIT by virtue of the operation of a formula 
it labels "inequitable". Once having received more than 
envisioned, ITT should not be heard now to state that equity 
demands even further amounts to be transferred from the other 


carriers to EG ig tah 


The Commission Cannot Lawfully Prescribe 
A New Formula Without The Information To 
Be Developed By The Western Union 


Statistical Study 


The Commission has already recognized that neither the carriers 
nor the Commission itself has the data base necessary to answer 
the issue calling for. statistical data on the present distribution 
of traffic under the formula. See senate iti dhisie Opinion and Order, 
Docket No. 19660, FCC 74-565, adopted May 30, 1974. The causes 


for this lack of data have already been described in our prior 


letters, comments and reply comments in this proceeding. Briefly, 
it results from the fact that unrouted traffic Statistics are 

not reported in those situations where a Single carrier receives 
ali of the unrouted traffic to a Single destination. * Accordingly, 


the unrouted data to many countries is not known by the Commission. 


The lack of an unrouted data base will be remedied by the 
statistical study financed jointly by the international record 
carriers and undertaken by Western Union. This computerized 
study will provide the actual distribution by origin for unrouted 
traffic for all of the countries to which traffic is distributed. 
However, the statistical study will not be completed until 


approximately the beginning of 1975. 


While it is unfortunate that the statistical study is not 
available at this time, the Commission must recognize that it would 
be unlawful for it to act before the facts on the distribution 
under the formula are known. For only after the Commission has 
these ascertainable facts on the distribution of unrouted traffic 


will it be in a position to forecast the effect of any change in 


the formula. 


The Commission has recognized the importance of the effects 


of a change in the formula on the carriers in the very issues 


eo 
Seen 


* In addition, the International Quota Bureau has acknowledged a 


defect in the data for those countries where proportional distri- 
bution is made. 
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which it designated for hearing. Thus the parties were reguired 


to address the following issue: 


The specific amendments which should be made to 
the formula to remove each such defect, the effect 
each such amendment will have on respondent, other 
internaticnal record carriers, and on the quality 
of service provided to and the rates charged the 
using public. (Emphasis added). 


. 


This issue merely states explicitly one of the most significant 


considerations that the Commission must address in evaluating the 


lawfulness of a new formula. It is inherent in the statutory 


framework of Section 222(e) (3) that the effects of a change on 


the carriers must be considered. -The failure to ascertain these 


effects and make findings concerning them would be contrary to 
“he Administrative Procedure Act, established case precedent, 
as well as the Communications Act. 


As RCA Globcom pee Geevioesiy demonstrated to the Commission, 
Section 222(e)(3) requires an oral, ee dentiass hearing rather 
than a paper rulemaking one. Section 557 of the APA would thus 
require that the Commission issue a decision showing its findings 
and conclusions and the reasons or basis therefor. It is obvious 
that the Commission could not issue findings on the effects of 


a change in the distribution of traffic under the formula since 


there are no reiiable statistics on the subject. Nor could the 


Commission reach supportable conclusions without facts. 


an4 


But while it is important that RCA Globcom is entitled to an 
oral evidentiary hearing, this fact does not affect the Commission's - 
chligation to base its decision on a sufficient factual basis. 

In City of Chicago v. Federal Power Cow'n, 458 F. 20 731 at 743, 
(1971), it was decided that the nature of the courts review 
“depends not on whether the Commission has issued a rule or an 
adjudicatory order, but on the nature of the record presented" 
for review. The court went on to state that whether rulemaking 
or adjudication, "a primary objective is the acquisition of 
information which will enable the Commission to carry out 


effectively the provision of the" enabling statute. Id. at 744. 


Pane’ 


The basic principle that supporting facts are needed has been 


well established in the courts. In the Permian Basin Gaae. the 
Supreme Court held that judicial review of the Federal Power 
Commission's orders will function accurately and efficaciously 
"only if the Commission indicates fully and carefully the methods 
by which, and the purposes for which it has chosen to act, as 

well as the consequences of its orders for the character and future 
development of the industry.“ 390 U.S. 767 at 792, (1968) 


(Emphasis added). While this decision was issued in the context 


of a rate of return proceeding, the principle yields the same 


result when applied to the instant case. 


Other courts have also held that the lack of information may 


be so pervasive that the court cannot determine whether an agency 
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order comports with the requirements of the agency's enabling 
Statute. See Public Serv. Com'n, State of N.Y. v. Federal Power 
Com'n, 487 F. 2d 1043 (1973). In these cases, the courts have 


either reversed or remanded the agency order. 


Conclusion 
On the basis of the comments already before the Commission, 

we submit that there is more than adequate support for determining 

that the existing formula continues to operate in the public 

interest and is lawful in all other respects. Therefore, the 
Commission Gan properly issue a decision at this time affirming 

the existing formula. However, espa the Commission nevertheless ‘ 
determine that the present formula should be changed, it cannot 
prescribe a new one until it has the facts essential to support 

the conclusion that such new formula would meet the statutory 
standards set out in Section 222(e)(3). These facts will not be . 
in existence unsil the completion of the Western Union statistical 
study. Therefore, the Commission should either issue a decision 
affirming the lawfulness of the formula or wait until the 

completion of the Western Under study, and until the carriers have 
had time to comment on the conclusions of that study, and thereafter 
issue its decision. 

Respectfully submitted, 


RCA GLOBAL COMMUNICATIONS, INC. 
s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 


Its Attorneys 
2030 M Street, N.W. 
Washington, D.C. 20036 


September 6, 1974 
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H. J. Clarke 
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Lee M. Mitchell, Esq. 
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Washington, D.C. 20006 


United Stated Liberia Radio Corporation 


1200 Firestone Parkway 
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William English, Esq. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 
Docket No. 19660 
International Record Carriers’ Scope RM - 690 
of Operations in the Continental United 
States Including Possible Revisions to 
the Formule prescribed under Section 222 
of the Communications Act 


REPLY OF ITT WORLD COMMUNICATIONS INC, 


ITT World Communications Inc. (ITT Worldcom) hereby replies ° 


to the responsive comments filed ca Augusi 16, 1974 in the above 


r2farenced matter rz 3D2ectin isn of the International Formula. 


Ww 
"4 
tv 
' 
ta 


In addition to those of ITT Worlccom, reszonsive comments were 


* . 
} 


jiled by RCA Giobal Communictisns, inc. (RCA Gles_om), Western 
x 


/ 


anda Western Union Telegraph Company (Western Union). 


been adequately answered. A few points do, however, merit further 


comment. In its Comments hereafter, ITT Worldcom will show the 


1/ Informational Comments were also filed, at the request of the 
Commission's Staff, by the Intemational Quota Bureau (IQB). 


By and large these responsive comments were simply reitera- 
tions of previously stated positions and arguments and have already 


following: 


(i) Despite the creation of a smoke scrcen of trivial and 
irrelevant "public interest" arguments by RCA Glohcom and 
WUI in hopes of salvaging their special interests from the 
existing Formula, it remains clear and apparent that this 
Formula fosters severe inequities and is otherwise unjust 
and unreasonable, and is therefore unlawful; the Formula 
must be revised. 


(ii) Notwithstanding its protestations of cquality of treatment, 
WUI clearly enjoys a substantial competitive advantage through 
its “exclusivity” arrangement for unrouted traffic filed in certain 
Western Union gateway offices; that arrangement should be 
terminated. 

(iii) RCA's claim of a comsens2ble rightto "its" accumulated 
deficiencies, which has 2ire2iy 522n shown to be baseless, is 
completely d2estro;ed by recenily discovered statistics showing 
a net cain in market share for 2OA over the life of the existing 
Formule. 


(iv) Tne chense of position by TRT, to advocacy of an equal 
distribution of unrouted tr2ific among carriers, may serve TRT's 
self-interest, but the Section 222 criteria and the public interest 
are better served by a Formula which allocates unrouted traffic 
in proportion to routed traffic. 


(v) No oral hearing is required in this proceeding because, as 
previous pleadings make clear, there are no material facts in 
dispute. 


COMMENTS 


Both RCA Globcom and WUiI have predicated their arguments, 


aimed at preserving their self interested positions in the existing Formula, 


largely on the twin premises that (1) the existing Formula must be found 
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to be seriously in con! «cvith the "public interest" and (2) that 
any revised Forinula m_s ovide substantial public benefits not 
found in the existing Formu.a, before a new Formula may be prescribed 
by the Commission. This “standard of convenience” urged by RCA’ 
Globcom and WUI must fail as a measure of the lawfulness of the 
Formula because: 

(1) The concept of the "public interest" has been contorted 


by both RCA Glodcom and WUI into a diminutive embracing 
‘ primarily those carriers' coin crivate interests: and 


‘ 
(2) The sersseciive urc2d Sv ROA Globcom and WUI ¢ 
seriously conflicts with the criteria established by Section 
222 of the Communications Act for judging the lawfulness 
of a given Formula. 
Based ox ens comments 52 2.58.2n6 WVUI, one would be left 
with the impression chai the “"susiics interest" basically encompassed 


only two criteria: (1) the oresemation of the revenue share derived 

by RCA and WUI from the existing Formula; and (2) the relative 
frecuency of complaints leveled against a given Formula. Thus, both 

of those carriers construct a “public interest" which would opoose a 
Formula revision thet caused a transfer of revenue from themselves to 
other carriers participating in the Formula. This same "public interest", 
however, casily countenances the continued maintenance of a Formula 
which unfairly and unjustly deprives other carriers of an equitable share 


of the unrouted traffic, and revenue therefrom, extra revenues which are 
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received by RCA and WUI. Morecover, the argument which each carrier 
makes, that the only effect occurring from a revised formula would be 

a revenue shift and thus that such a revision would not be in the public 
interest, is refuted by simple examination of the existing Formula and 
its history. Each carrier, for example, argues that the existing Formula 
establishes no disincentives to competition. ITT Worldcom has already 
shown in prior comments that, notwithstanding some fairly vigorous 
comeetition among the carriers, the existing Formula does create serious 
disincentives to compatitive enterprise (vnich competitive enterprise the 
Coz.mission hes reseatedly fours <= S2 tn the public interest). Indeed 
born PCA and WUI tacitly conceés th2t comsetition has been lessened 


by the existing rormuls= in their é: 225 2xtolling the virtue of this 


2/ 


Formula as having reduced duplicatins efforts and facilities. Such a 
‘ g . 


recuction of competitive effort, where occurring, likely reduces quality 


2/ In this same context it is noted that WUI argues, at page 8 of its 
responsive pleading, th.«t the Formula does not operate as an anti- 
competitive market sharing device,while at page 10 of the same 
pleading in attempting to rationalize the cumulative imbalances which 
characterize the existing Formula, WUI urges that these imbalances 
merely indicate areas where it has not been practicable to preserve 
the "precise market share originally designed". 
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‘ 
of service to the public as well; rather unlikely, however, is that such 
a rcduction in conipetition resulted in anv comparable cost reduction, 
given the scope and scale m each of the carriers operations, 
In support of its “public intcrest", RCA has also urged that 
the lack of complaint by ITT Worldcom for the first 20 years of the 
Formula's operation shows that the Formula was in'the public interest 
for all of that period; RCA then urges that nothing has changed in the 
Formule operation during the last 10 yeérs and therefore it is still in the 
puslic interest. Somawhat simil2riv WUI urges that since the Formula 
hes mechanically worked for almzs:3% ysers and since no member of the 
sesiic has ever complained abcu: 7.2 Foomuis, it must ke in the public 
3/ 
interest. 


Tne mere fact of resort 2 y th222 carriers to arguments of such 
: 


jracsi* 
i 


nanity and Irrelevancy eloquently illustrates the complete lack of merit 
in the sositions whici, they have urged here. WUI's argument that the 
Formula mechanically works and is thus in the public interest is repeated 


from a previous pleading and has already been refuted by ITT Worldcom. 


3/ WUI also suggests that the Commission has had the Formula under 
examination on several occasions during its 30 year life and has 
never seen fit to require any substantial revisions. An examination 
of the cases cited by WUI in support of this proposition show how= 
ever that in no case was the lawfulness of the conceptual basis of 
this Formula at issue. Instead the cases involved interpretation of 
the Formula, or changes in the Formula to fit changed circumstances 
(divestment of WU Cables), or simply changing the landline divisions 
of charges. A 
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Moreover, it cun hardly be surprising (or relevant) that no nember 
of the using public has ever complained against the Formula. That 
public is almost certainly completely unaware that such a Formula 
even exists. Except as to quality of service, that public is largely 
unaffected by the Formula, and even with respect to quality of service, 
the public has no awereness of the effect. 

Finally, even assuming a relevancy between the frequency or 
timing of carrier complaints and the lawfulness of the Formula, there 
heve2 been numerous informal comoleints made with respect to the Formula 
through its history, largely throuchn che =.ecium of the International Formula 
Committee. Moreover, the Commission itself expressed tines in the 

. 2 
early 1950's about orosiems with cin2 ee the carriers, believing 
then that the problems stemméa iercely from the lack of divestment of the 
i : 

Western Union Cables Division, urged thet course on the Commission 
rather than an investigation of the Formula at that time. By Order of 
March S$, 1952, the Commission instituted an investigation to determine 
what was delaying the divestment of the WU Cable Division (Docket 
No. 10151, 25 F.C.C. 35), a proceeding which ultimately brought about 
divestment in 1961 (30.F.C.C. 323). Three yearslater in November 1964, 


ITT Worldcom filed its formal complaint with respect to this Formula. 


4/ FCC letter dated November 28, 1950, referenée 19520, addressed 
to all interested carriers under the "International Formula"; carrier 
responses to this letter were filed on February 28, 1951. 
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Aside from the tortured nature of the “public interest" urged 
by RCA and WUI, those carriers arguments also must fail for simple 
inconsistency with the criteria of Section 222 of the Act. Contrary 
to the impression which RCA «1d WUI attempt to create, the measure 
of lawfulness of a given Formula is not solely whether it comports with 
the public interest. Pursuant to Section 222,a Formula to be lawful must 
be just, reasonable, equitable and in the public interest. Indeed, from 
the context in which these criteria ere expressed and from the legislative 
history of Section 222 it.appears thet the “public interest” criteria is 
actually subordinate to, or large: ceiined by the criteria “just, reason- 

3/ 

a>iz and equitable. ITT Worliccim 722 rreviously shown that the existing 
Fermula produces s2risus inequ_zizs in che cistribution of unrouted traffic, 


ineguities which stan¢ unchallé-:2. In fact, both RCA and WUI have 


wn 


While the criteria for determining whether a given Formula complied 

with the Congressional objectives was apparently never subjected 

to serious debate, the limited references to the distribution concept 

were consistently expressed in terms of such distribution among the 
international carriers being "fair" and “equitable” . Sce for example, é 
Report of Senate Heagings on S, 2445, p. 18, 77th Congress, 2nd Sessior 
Report of Senate Hearings on S. 2598, p. 2S, 77th Congress, 2nd Sessioi 
Report of Senate Committee on Interstate Commerce to Accompany S. 259£ 
77th Congress 2nd Session; and Report of Senate Committee on Interstate 


Commerce pursuant to Senate Resolution 95, pp. 22,25, 77th Congress, 
lst Session, 
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Studiously avoided cven any reference to the “equiteble« critcria 
from Section 222, as if ly ignoring the inequities in the existing 
Formula, they could somehow "wish away” this monumental! flew in 
their argument, 

Note should be taken here of WUI's argument that a revision 
of the Formula and attendant shifting of revenues between carriers 
might force a carrier losing revenue to propose a rate increase. This 
position completely ignores the fact that this is a competitive market 
anc that, @s a competitive necessity, all carriers will match the 
lowest rates in the market. It is an economic fact of life that all 


competing carriers ere not unifermis 2fistent or uniformly successful 


It is not the function cf =- 


Fsr= 2 to divert traffic from a 
cicrier which is more efficient cr more successful in the marketplace, 
¢ 


orto @ less efficient or less successful carrier. indeed, a 
revised Formula which complemented the role of compstition in the 


marketplace would provide a strong incentive for a carrier losing trafiic - 
(and revenue) to improve its service to the public thereby attracting 
more traffic and revenue, and/or improving the efficiency or its opera- 
tion thereby reducing.costs. In either case, the public Interest would 
clearly be served, 

It should be noted also that ITT Worldcom has already pledged 


to the Commission to use any increased revenue it may receive from a 


revision of the Formula to offset potential cost increases from higher 


ae 


landline divisions for Western Union and thus to maintain low 
rates for a service that does not appear to have substantial growth 


potential. 


it. In arguing for rejection of ITT Worldcom's proposal that 
WUI's exclusive traffic arrangement at Western Union gateway 


offices should be terminated, WUI urges that this exclusive arrange- 


&/ 


ment does not constitute a competitive advantage because: 


(1) it must pay a landline charge to Western Union 
for each gateway message sicked uo by Western Union 


as 
while the other I2C's do no: fey ints charge for messages 


Sicked up @t their own Ofiic2s: ent 

(2) “it receives all unrou:e2 in-srnstional messages 
filed at Western Union offi-=: :- Zl> thr2e locations in 
Manhatién, whils lif Werltcom meicce:ns 10 offices and 


RCA Globsom hés !¢ office:. 

As to WuI's first point, ths: of the landline charge which it 
: 
must pay for gateway messages, it conveniently ignores the other 

heli of this picture; the IRC's which maintain their own offices boane 
costs for doing so, which, at least in ITT Worldcom's case,are roughly 
comparéble to the existing Western Union landline charges. Moreover, 


while WUI may not enjoy a major economic advantage through its ex- 


clusive access to Western Union gateway offices, it enjoys a huge 


eee 


G/ It is noted that while WUI claims not to enjoy any advantage from 
its exclusive privilege at Western Union gateway offices, it certainly 
does not seem particularly interested in terminating this non-advan- 
tageous relationship. 


oe ere enerrrerennenrnreetengermens meen eee cate 


- . = 


i eeneeeemeneneenmimaenennendmnmennmmnemmeeeneeneenttiemetiteete tie 


oe 418 


compctitive edvantage by receiving all unrouted international messages 
filed with Western Union, cven though the customers did not intend to 
have such messages routed via a particular overseas carrier. Of course, 
that arrangement lends support to the mistaken notion held by many 
members of the public that WUI and Western Union are affiliated entities. 
‘As to WUI's second point, that of 3 Western Union gateway offices 
to which it has access versus 10 and 14 offices for the other IRC's, it again 
leaves out animoortent point. Tne thre 2e Western Union offices to which 
WUz nas exclusive access (for unrouted messages) are consolidated 
=c25 providing much sroade: sover2ecs then the individual offices of 


ene Gther (RCS, © comsalidetion which wee 2: aie by the Commission 
és serving the sustis interest. ZerS23% >= the consolidated nature of 
tn2ese Western Union cifices ext ihe fac: of WUI receiving 100 percent 
oz the unrouted international traffic files et these offices, it is quite 
lix2ly that WUI is receiving more traffic at these offices than either 


8/ 


RCSA Globcom or ITT Worldcom. receive at their branch offices. 


7/ See The Western Union Telegraph Co., Consolidation of 22 Public 
Telegraoh Ollices, 37 F.C.C. 2d 813 (1972) 


8/ This fact will be confirmed upon receipt of the study presently being 
conducted by Western Union of all Formula traffic. 
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Finally, WUI has inferentially suggested the possibility 

of closing all IRC geteway offices with all international messages 
being filed througn Western Union offices. Under present conditions 
ITT Worldcom would be very much opposed to such a concept. The 
level of competition and the quality or range of services to the public 
would be adversely affected. Even assuming the complete elimination 

f£WUI's exclusivity privilege on unrouted traffic, which it ae not 
conceded, WU! would enjoy an enormous competitive siden in 


routed trafiic because of its name association with Western Union. 


so. In its r2esens2 3CA S.cscim Ses mot refuted, nor even addressed, 
tae compelling Gigumeats a@gcins: its =5s:cisa that it had a compensable 
right to the accumulate? deficiencies 2ssscieted with its Formula position, 
Hopefully it has realized the znzens>bl2 nature of its position and abandoned 


e 


séme. Nevertheless iTT Worlccom has discovered an inadvertent misstate- 
ment in its responsive comments addressed to this RCA position, which 

it Cesires to here correct. At page 13 of ITT Worldcom's response, it 

urged that RCA had acquired no equitable right to compensati>n for an 
accumulated deficiency because, inter alia, the loss i 1 arket shares 
which it had suffered over the life of the Formula resulted simply from 


its inability to maintain, in a competitive marketplace, the imarket 


share which it had enjoyed in the 1940's. This point was based on the 


se SO sic 
Se ie Bc 
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assumption that the large accumulated deficiencies associated with 
RCA's Formula position must reflect a loss in market share over the 
lifc of the Formula, since the Formula was designed to maintain 
market shares constant, Nevertheless, as a check, which unfor- 
tunately was not completed prior to filing the response, an examina- 
tion of IQB Reports was made to ascertain the overall market share 
stetistics for each carrier at the beginning of Formula operation and 

Oe 3 3 

for 1973. These statistics revealed that, even though accumulating 
very large deficiencies througncuz the history of the Formula, RCA had, 


= 


telegraph messé@se market. Thiz f257 22: ony provides further evidence 


of the unjustnsss en unreascnritlenzes 2 che existing Formula, but 


2/ It was not sracticeble to use the statistics for the years prior to 
1949 becéuse of two factors: (1) the unsettled conditions during 
and just following the War which resulted in numerous Subareas 
not receiving any traffic in the early years of the Formula, and (2) 
CA did not begin reporting to the IQB, statistics on its gateway, 
traffic to Areas A and B, which traffic was excluded from the Formula, 
until 1949. 


10/ In 1949 RCA reccived 33.39% of the total intemational gross inter- - 
national tolls (GIT), including schedule B and the RCA gateway 
traffic to Areas A and B which was excluded from the Formula. In 
1973 RCA received 40.05% of the total international GIT's, on the 
same basis. Also of note, AC&R, with a large accumulated overage, 
Saw @4 net decline in market share of approximately 3.5 percentage points 
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also completely destroys any claim of equitable right which RCA 


‘#would make for compensation for "its" deficiencies. 


iv, In its responsive comments TRT has largely reversed its ori- 
ginal position and now urges as its preferred position that unrouted 
traffic be distributed equally to all carriers tariffed to serve a parti- 
culér point,and as a fallback position Suggested distribution in pro- 
portion to routed trafiic with all gateweéy routed traffic excluded from 
c@isulation. While én equal distrisution of unrouted traffic among 
carritrs may have some 2aminis--zi--e 2S vertaece in terms of Simplicity, 
is S28c5 no relaticnss!> +> logic <: i: ény-o7 the criteria of Section 222 
zz judging a given Pormite. 2 Sizciscuns: : s=routed trafite tn pro- 
portion to routes treifi- ss Urgél 2 LLL. irlscom, would be far more irc 
Ke2ding with the racuirements of --= #57 n= would further provide a clear. 


ENS sositive incentive for improves service as a carrier sought a higher 


Shere of routed trafiic and concomizently a larger proportion of unrouted. 


If, however, the Commission determines to use an equal dis- 
tribution of unrouted traffic in revising the lormula, it must limit the 
carriers participating in the distribution for a given destination to those 
which have authorized direct circuits to such destinations. To base such 


a distribution on the simple expedient of a tariff filing would, as was 


A22 


ae 


pointed at pp. 14-15 of IfT Worldcom's Response, largely nullify the 
Commission's determinations as to the appropriate cegree of com- 
petition required to serve given destinations. It would also provide 
@ substantial windfall to é carrier such as TRI, at the expense of 
céerrlers which the Commission has certified to serve particular points 
diresily, 


Finally, FAz's srop0sai 7.2 Toutsi gateway traffic picked up by 
“/2st2rn Union 52 exciluied from a Formuia based on distribution of un- - 
routed in prosgsti += 5 ce ---27:22i, without foundation or 
justification, anc shozie be rats . Oléériy there is no real difference 
between a routed messic2s filet with Western Union ina gateway and 
@ routed messége iiled with that Company in the hinterland, since 


solicitétion of routings is not limited to the gateways and since the charges 


to the customer are the same. 


hide Botn RCA Globcon and WUI have, in various correspondence and 
pleadings in this docket, urged, as a necessary proceciural step in this 
investigation, the holding of an oral evidentiary hearing. An evidentiary 
hearing in a matter of this kind, where there exist no disputed 
material issues of fact, would be both unnecessary and wasteful of 
administrative process. The only purpose which would be served by 
such an evidentiary neering would be a further delay in the ultimate re- 
solution of these froseedings, favoring those carriers whose interests are 
ees by the méintenénce of status sro 
While thers may Reve formerly teen some lack of agreement among 
“13wing decisions of such 


Sgs551e8, Overs wAecnet tm evicest.2-- =s2>.-5 is required when no material 


issues of fact ara reise, recent cesses clieeriv support the view that neither 
i 
cus Frocess nor 2 st3tutcry requirement for a "hearing" mandate the holding 


Of én oral evidentiary hearing when there exist no material issues of fact. 


tnis srinciple was illustrated in Producers Livestock Marketing Ass‘n v. 
ai/ 


United States where the Court stated: 


"(Ik is fundamental to the law that the submission 
of evidence is not required to characterize ‘a full 
hearing’ where such evidence is immaterial to the 


Lif 241 F. 2d 192, 196 (1957); affirmed 356 U.S. 282 (1958). 
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issue to be decided...Where no genuine: or 
matcrial issue of fact is presented the court or 
administrative body may pass upon the issues 
of law after according the parties the right of 
argument." 12/ 


13 


Similarly, in Sun Oil Co. v. FPC, the Court there, rejecting an 


argument that an evidentiary hearing was necessary, said: 


"[W]e do not think there was any fact question 

involved and hence no evidence would have been 
5 

tion of administrative policy, and we doubt that 


it was, it was 2 =: 


Numerous other cases are ts the seme effect. And the Commission 


+:82.i has recentiy Seen wrnelé wx : 22232 <7 ae 2videntiary hearing where 
the issues involves Srswing inisrencts fst- eszablished facts - Anti-Defamation 
é 
12/ This cdint was followed by the D.C. Circuit in several later opinions. 
Sse Persian Guli Outward Freisht Conf. v. Federal Maritime Commission 
375 F. 2d 335 (1967); Outward Continental N.P. FE; Cont. Vv. Fedaral 
Let 


Maritime Commission, 385 F. 2d 981 (1967): and City of Los Angeles v. 


13/ 256 F. 2d 233, certiorari denied 358 U.S. 872 (1958). 
14/ 


See, for example, Mississip i River Fucl Corp. v. FPC 281 F. 2d 919 


(1960), certiorari denied 365 U.S. 827 (1961); NLRB vy. 7. R. Simplot 
Co., 322 F. 2d 170 (1963); Birkenfield v. United States, 369 F. 2d 
491 (1966); Midstate Hauling Co. v. Mason, 177 So. 2d 206 (1965); 
and NLRB v. Bata Shoe Co., 377 F. 2d 821, certiorari denied 389 
U.S. 917 (1967). 
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League of B'nai B'rith v. FCC 403 F. 2d 169 (1968), certiorari denied 
15 
394 U.S, 930 (1965). 


A review of the pleadings and oth=2r materials heretofore filed in 
the Formula portion of this docket shows guite clearly that, unlike the companic 
Landlines case, where a carrier's revenue requirements are at issue, 
the Formula proceeding presents no disputed issues of fact. -Even RCA 


éppears to have largely conceded this point n its Response where, at 


p. 13, it states that completion of the traffic study presently being con- 


ducted by Western Union, with opsortunity for comment on that data 
"wouls se siiadt: if net entirely eliminsce ocr concerns in this respect". 

The Commissisn should r2:22: zrzcmants seeking an unnecessary 
See lary nSk ioe Ss Tele metres toc ft ceee 


= 213 expeditious determination 


2 
of eéDoropriate revisions ci the Inzerntction2:i Formula. 


1 
' 
i 
‘ 
U 


CONCLUSION 


ITT Worldcom and other carriers have, throughout the long history 
of this proceeding, shown beyond dispute that the existing International 


Formula is unlawful and must be revised. The case for such a revision 


1S/ It is also worthy of note that in the Storer case cited by WUI (U.S. 
v. Storer Broadcasting Co. 351 U.S. 192 (1956)) in support of its 
position that a hearing is necessary in this case, the Supreme 
Court there stated (at 205): "We agree with the Commission thata 
full hearing...would not be necessary on all such applications... 


We do not think Congress intended the Commission to waste time 
on applications that do not state a valid basis fora hearing". 


1 
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is so compelling that those carriers seeking to preserve their sel{ 


weil 
interest in the status auo have been reduced to arguing largely trivial 
and irrelevant points which must fail when weighed against the important, 
substantive considcralions of law and policy, which fevor revision of 

the formula. 


. 


ITT Worldcom has proposed a revised Formula which would 
satisfy the statutory criteria, would be in the public interest, and 
would further the Commission's established policies supporting com- 
petitive enterprise. The Commission is respectfully urged to find that 
revision of the emisting Formul2 is ras:zired and that a revised Formula 
@icss the lines sropzosed by ITT“. ociese=m s=2cld be adopted. 
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In the Matter of WASHINGTON 


International Record Carriers’ Scope 

of Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act. 


Docket 19660 
RM-690 


REPLY COMMENTS OF 
TRI TELECCUMUNICATIONS CCRPORATION 

At the outset, TRT believes that it is desirable to 
refocus on the essential aspects of this proceeding. oui 
US international record carriers (IRCs) compete for routed US. 
outbound telegrams via their respective facilities; the 
remainder of US outbound telegrams are unrouted. What is 
required, then, is a just, reasonable, and equitable method 
which serves the public interest for distributing this unrouted 
traffic among the four IRCS. Because the operating arrangements 
between each IRC and the Western Union Telegraph Company (WU) 
are essentially identical, and due to the very nature of 
unrouted traffic, no IRC should be favored over another IRC 
in the allocation of unrouted traffic. The existing method 
for the distribution of unrouted message traffic has been 
conclusively shown to be unjust, unreasonable and inequitable, 
and not in the public interest; and it should, therefore, 


be changed. 


With respect to proposed revisions to the Formula, 
ITT World CommunicationsiInc. (ITT) argues in its August 16 
Comments that only routed traffic handled over authorized 
direct circuits should be used in determining proportionate 
unrouted traffic to any destination. TRT believes that 

whether routed traffic is transmitted via direct or indirect 
circuits is not relevant in the determination of whether an 

IRC should be allowed to transmit unrouted traffic to any 
particular point. An IRC serving a destination on an indirect 
basis competes for routed traffic to that destination in 

the same manner as it competes for traffic to destinations it 
serves on a direct basis. Moreo.,., there are a number of 
destinations which all carriers serve only on an indirect basis. 
Consequently, to the extent customers express a preference 

for a particular carrier, and as an IRC is thus successful 

in obtaining, routed traffic, that carrier should receive 

a share of unrouted traffic. To do otherwise would ignore 

the competitive situation among the IRCs and would unjustly 
favor some because cf their more favored route structure. 

This would be particularly unfair to TRT. 

In its August 16 Comments, ITT also suggests some 
confusion in interpreting TRT's position regarding the impact 
of gateway traffic on the distribution of unrouted traffic. 

TRT has suggested that all routed traffic handled by WU and 


transferred to the IRCs should be used in any formula for 


determining the allocation of unrouted traffic to each destination. 
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Had there been any flaws in the concept and operation of the 
ormula, they would have been as apparent after 17 years of 
‘Operation as after 30 years." (WUI Comments, Aug. 16, p 4) 
However, the Commission's reason for not changing the Formla 
at the divestment proceeding was not as WUI asserts. The 
Commission stated in its November 26, 1373, Memorandum Opinion 


& Order: 


"In that proceeding we did avprove amendments 
to the formula to reflect the fact that 
thereafter WUI (the divested WU Cable 
Division) would be an independent IRC with 
no connection tc WU. However, since we 
noted that we had not heen asked to over= 
haul the basic structure of the formula, 
we left that question to an appropriate 
proceeding." (p.12) 


Moreover, WUI overlooks the fact that ITT, a short 
three years after the divestment, did ask the Commission to 
review the Formula, pointing out the many inequities in the 
Formula. ‘ 

CONCLUSION 
TRT submits that the Formula should be expeditiously 
-sed in accordance with the suggestions it has previously 
advanced. 
Respectfully submitted, 
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REPLY 


The Western Union Telegraph Company (Western Union) 
herein files its Reply to the responsive comments of ITT World 
Communications, Inc. (ITT), RCA Global Communications, Ine. 

B (RCA Globcom), Western Union International, Inc. (WUI), ana 
TRT Telecommunications, Inc. (TRT). In support thereof, 
Western Sten respectfully shows as follows. 

In its previous comments, Western Union has suggested 
that, at the minimum, a separate entity solely responsive to 
the international record carriers be formed to handle the dis- 
tribution of unrouted message traffic. So far, no carrier has 
commented on this proposal, either pro or con. The only refer- 
ences made to Western Union's participation in this enterprise 
is to state what a good job we eats and that all costs are 
borne by the international carriers. 

No carrier has even responded to Western Union's call 
for simplification of the formula. As stated by ITT in its 
Response, “[a]dministrative simplification of the Formula as 


urged by Western Union is a desirable goal but specific approaches 


may be unattainable or undesirable” (p. 17). Thus, if Western 


Union is to continue to distribute unrouted traffic, it appears 


that, at least as far as ITT is concerned, even administrative 
simplification is unlikely at the present time. Again, there 
appears to be no reason why Western Union must continue to play 


an active role in the distribution of unrouted messages. 


Illustrative of the problems confronted by Western 
Union is a recent letter, dated July 30, 1974, of the Inter- 
national Quota Bureau directing that the distribution of cable 
traffic to Columbia, previously exclusively allocated to TRT, 
must now be divided between TRE; Lit -(AGER), and. RCA. Since 
our computer has been programmed to automatically route Columbian 
traffic exclusively through TRT, the computer program must be 


altered and our Minneapolis operation must now manually allocate 


the traffic in accordance with the July: 30 letter.  Additionaliy, 


new facilities must be established between Minneapolis and the 
TRT operating center in Pearl River, Louisiana. As a result of 
this change, additional cost is being incurred by Western Union, 
and it is unlikely these costs will ever be recovered from the 


international record carriers. In addition, Western Union's 


personnel must devote their time to ensure the continued opera- 


tion of the formula. This is but one example of the burden 


Western Union must assume in order to facilitate the distribu- 


tion of unrouted messages. 
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Accordingly, we therefore urge the Commission to 


establish an entity completely controlled by the international 
carriers to distribute unrouted messages. 
Respectfully submitted, 
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INTRODUCTION 


The method established for the distribution of 1 
unrouted outbound international telegraph traffic 2 
is known as the International Formula. This formula 3 
i is in accordance with, Section 222(e) (1) of the 4 
. Communications Act of 1934 as amended March 6, 1943, 5 
te 
and became effective once the merger between the 6 
.Western Union Telegraph Company and Postal Tele- 7 
graph, Inc., created a single domestic telegraph 8 
Carrier in the U.S. The formula, as presently in 9° 
use, waS approved by the FCC on September 27, 1343, 10 
in accordance to the Amendment. 11 
| Section 222(e) (1) read: 12 
| In the case of any consolidation or merger aa 
| of telegraph carriers pursuant to this 14 
| section, the consolidated or merged carrier iS 
shall... distribute among the international 16 
telegraph carriers telegraph traffic by wire iN 
or radio destined to points without the 18 
continental United States, and divide the 19 
Charges for such traffic, in accordance with 20 
such just, reasonabie, and equitable formula os 
in the public interest as the interested 22 
Carriers shall agree upon and the Commission 23 
shall approve... 4 
On November 25, 1964; ITT Worldcom filed a 25 
complaint with the Commission that the formula had 26 
: ceased to function in the public interest, discourag- 27 
ed competition, and was causing inequitable and un- 28 
just distribution of unrouted traffic. When the 29 


Commission adopted a Notice of Inquiry and Proposed 30 
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Rulemaking in Docket No. 19960 (December 13, 1972), 
it proposed a general inquiry into the international 
record carriers' scope of operations in the continen- 
tal United States, including the ITT Worldcom com- 
plaint against the formula. All interested parties 
were requested to update their 1964 comments to ITT's 
formula complaint and by its Order of November 26, 
1973, the Commission set the formula for investiga- 
tion. 

In January 1974, RCA Globcom and Western Union 
International proposed a study of unrouted traffic 
presently received by each carrier. They maintained 
that such a study was necessary in order to establish 
a data base which could be used in the proceeding to 
determine the effects on each of the IRC's, (i.e. on 
the IRC who stood to lose traffic, and on the IRC 
who stood to gain traffic). ITT, however, felt that 
this would only delay the proceeding, and asked 
saw eue that the Commission proceed on the basis of 
existing information. 

The Commission in its Order of June 10, 1974 
determined that a traffic study should be conducted, 
but coinciding with the investigation so as not to 


cause further delay in the investigation of the for- 


mula. The study was conducted for thirteen consecu- 


tN 
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tive weeks beginning December 1, 1974 through March l, 1 
1975, with the results fcmished in early May. 2 
This paper will deal with the workings of the 3 
formula, present the record carriers' comments in 4 
Docket 19660, analyze and summarize the results of 5 
the traffic study, formulate alternatives, and make 6 
recommendations. a 
THE INTER: TIONAL FORMULA 8 

Basically, the formula prescribes the distribution 9 
of telegraph traffic handled by the Western Union 10 
Telegraph Company, that is, all outbound international - 
teleyrams not filed with the international record LZ 
Carriers (IRC's) at their gateway offices (New York, 13 
San Francisco, Washington, D.C. and for TRT only 14 
New Orleans and Miami). All messages received by a5 
Western Union are one of two types: routed or un- 16 
routed. Routed messages are those in which the custo- i7 
mer specifies the IRC. 18 
The formula provides that all routed messages 19 

be turned over to the IFS so indicated by the sender 20 
and that the unrouted messages (in each category of an 
telegram) be distributed, 22 
so that each international carrier entitled 23 

to a quota in such category will receive a 24 

volume of such unrouted messages which, to- ao 

gether with [ssecifically routed messages 26 

and messages picked up directly by each ai 
international carrier], will give ita 28 
percentage, equal to its quota in such 29 
category, of tze gross international tolls 30 
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on all messages in such category.— 


The term "quota" should be read as the ratio 
of the total number of outbound messages handled 
by each IRC during the base year 1942, (or the 
first full year of normal traffic operations to 
a route prior to World War II), to the total 
number of outbound messages in 1942 (or as adjusted). 
Three areas, each with sub-areas were establish- 
ed as destinations, and each carrier has a separate 
quota for each sub-area serviced. The geographical 
areas are: 
Area “A" - Atlantic 
Sub-areas 
@e United Kingdom & Eire 
e Continental Europe 
e Beyond the Continent 


Area "B" =- Latin America 


Sub-areas 


e Bermuda, Bahamas & the West Indies 
(other than Cuba) 


e Cuba 
@e Central America 
e South America 
{7 Formula, pursuant to Section 222(e) (1) of 


Communication Act of 1934 as amended through 
September 30, 1963; page 8. 


10 


2 
- 


Area "C" - Pacific 
Sub-areas 
@ Hawaii 
@ Midway & Guam 


@e Australasia 


@® Remainder of the Far East 


Not only were quotas established for each destina- i 

tion sub-area listed above, but in addition, separate 2 

quotas were assigned for unrouted hinterland traffic 3 

and unrouted gateway traffic; and within each of the 4 

2 origins by category of message. > 

The important point to be recognized, is that 6 

any given IRC is allocated its quota as a percentage 7 

| of the gross international tolls for a particular 8 
| sub-area and category of traffic (letter, urgent, 9 
ordinary, etc.) equal to the percentage established 10 
by its base period traffic, and that both routed ai 
and unrouted traffic received by the IRC is charged i2 
against its quota. A3 


OTHER IMPORTANT ASPECTS OF THE FORMULA 


The formula calls for the supervision of the 14 

Operations of the formula under a committee of re- 5 
presentatives of the IRC's. A staff created by 16 
this committee, known as the International Quota Ld 
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Bureau (IQB)is charged with the duties of adminis- 
tering the formula. The. IOB statf calculates 
the actual percentage of traffic, both routed and 
unrouted, for each carrier over a certain period 
and compares these figures against each carrier's 
quota. The IQB records an "overage" in gross in- 
eopneeeonal tolls equal to the difference between 
tolls reported and the calculated tolls allow- 
able based on the quota, when a carrier receives 

te total traffic than its quota allows. A “defi- 
ciency" occurs when the routed and unrouted traffic 
turned over to a carrier is not enough to satisfy 
its quota. It should be noted that the revisions 
are made based on past year's traffic figures 
issued to WUT for implementation, and maintained 
unt#il the next revision. There is noother way quotas 
can be adjusted. 

These overages and deficiencies are possible 
because the formula honors the carriers' rights to 
routed traffic, although the quotas are calculated 
on the basis of total unrouted and routed traffic. 
The IQB, meanwhile, is required to attempt to elim- 
inate these discrepancies, and therefore adjust the 
quotas per destination sub-areas where required. It 


should be noted that these attempts have not cleared 
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the imbalances, and sizable overages and defi- 
ciences exist for certain IRC's today. 

In addition to the working provision of the 
formula provided above, there is one other topic 
which is worthwhile to mention. The formula estab- 
lishes certain Western Union Telegraph offices in 
New York City, San Francisco, and Washington, D.C. 
as Western Union International offices, and there- 
fore any unrouted messages filed at these offices 
become automatically routed to WUI. In eliminating 
the expense of building offices, the FCC felt that 
WUI could become a viable competitor sooner. This 
action provides for ITT, RCA, and WUI having one 
Operating office each in San Francisco and Washington, 
D.C.; while in New York City RCA has 14 offices, ITT 


maintains 10 offices, and WUI has 3 "designated" 


offices in New York. 


THE FORMULA AND CARRIER'S COMMENTS IN DOCKET 19660 


In its docket, the Commission has ordered the 
carriers to address four questions in the investiga- 
tion. 

(1) The exact manner in which the distribution 

of traffic is presently being made, broken down 


by carrier, category of traffic, and areas and 
sub-areas. 


% 
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(2) The nature, extent and reason for the 
existing overages and deficiencies in assigned 
quotas. 
(3) The present defects in the formula, and 
the effect of each on the respondent and the 
other IRC's, and on the quality of service 
provided to and the rates charged the public. 
(4) The specific amendments which should be 
made to the formula, and the effect each amend- 
ment would have as in(3)above. 
The survey mentioned earlier, conducted by 
WUT, is a direct result of the first issue. The 
survey is a study of outbound message traffic and 
its purpose is to determine the exact manner in 
which the distribution of the traffic is being effec- 
ted. For a general view of how traffic is distributed 
by WUT to the IRC's, see Appendix 1, which is a chart 
of IQB instructions to WUT on this matter. 
The task of the survey then, is to equate 
actual number of telegrams to the IQB instructions. 
As mentined earlier, the sample study was conducted 
for 13 weeks, yielding one-quarter year actual data. 
The actual thirteen week totals (Dec. 1, 1974-Marchl 
1975) are shown in Table 1. This table is an attempt 
to summarize the data in terms of pre~-routed, unrouted 


non-exclusive traffic handled by Western Union Tele- 


graph from the gateway cities and hinterland points. 
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TABLE 1 


THIRTEEN WEEK CUMULATIVE TOTALS (Dec. 1, '74 = Mar. 1, '75) 


WESTERN UNION STUDY - 
CINCLYUDES = MAEINEG 


— 


DOCKET 19660 


TOTALS itt RCA WUI TRT USLR Fc 


PRE-ROUTED 


Gateway 
Hinterland 


20,131 
190,826 


2,654 
66,817 


. 646 
63,740 


15,403 
50,375 


1,397 
9,232 


27 
2 


4 
499 


Total 210,957 69,471 64,386 65,778 10,790 Po 503 
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‘-UNROUTED EXCLUSIVE: 


951 | 20 14 
140,026 3,831 1,445 
140,077. 3,841 1.456 


Gateway 
Hinterland 
Total 


2,903 187 
429,651 21,309 
432,554 21,496 


ele 
254,050 
255,781 


suctocennme* ngr ac 0 


UNROUTED NON-EXCLUSIVE: 


Gateway 
Hinterland 
Total 


| 
4 


57,0135 77,557 108,442 6,140 -0- 


“ROUTED VIA WUT TO ~ 
WUIL FROM 

GATLWAY OFFICES 

SO DESIGNATED: 


VoTacs 
Gate nA 
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1) Hinterland totals include those message 
telegrams filed by customers physically located 

in a gateway city but using either the WUT central 
telephone bureau in Moorestown, New Jersey, the 
telex manual switching center in Greensboro, North 
Carolina, or the automatic telex switching center 
in Moorestown, New Jersey. Moreover, the sample 
was designed to identify such traffic, i i6. > .20W 

- many telegrams which the IRC's consider gateway 
originated, are being sent by WUT as hinterland 
points. This issue may evolve into another point 
of contention in the docket, but will only be ex- 
amined here with reference to the international 
formula. 


2) The sample does not include a breakout of 
unrouted non-exclusive messages by carrier by 
point of origination (gateway or hinterland). 


3) The carrier totals for unrouted exclusive 
traffic does not sum to the grand total 
for this category. 


4) “Other” refers to Canadian common carriers 
and WUT. 


5) The study includes only traffic filed through | 
WUT offices or networks. To determine total trattic 
routed and unrouted one must estimate the number of . | 
messages handled directly by the IRC's. 
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With regard to the second issue, the IQB has 


submitted to the Commission voluminous data concerning 
Overages and deficiencies for each of the last 10 
years, for each sub-area, and for each carrier. 

With the exception of RCA Globcom, the IRC's 
basically agree that these overages and deficiencies 
exist only on paper. Neither represents money owed 
by one carrier to another but simply reflects the 
operation of the formula. ITT and TRT assert that 
these are drawbacks to the formula - that they are 
results of futile attempts to adjust unrouted messages 
On the basis of total routed and unrouted messages. 
The} contend that when all specifically routed traffic 
is guaranteed to the sochozsen IRC, nothing guarantees that this 
traffic in and of itself won‘t exceed their quota. 
Therefore, as the IQB shuffles the quotas on unrouted 
traffic to compensate, the imbalances do not stop, but 
grow even larger. Both ITT and TRT see these statis- 
tics as another reason to prescribe a new formula, 
and that these imbalances can simply be retired. WUI 
while agreeing that these imbalances are meaningless, 
feels they do not interfere "with an operation that 
has proved satisfactory over the years." 


RCA, however, contends “that the accumulated over- 


ages and deficiencies represent a lawful obligation 
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which may not equitably or legally be voided without 
the consent of all parties." If any change is made 
in the formula, RCA feels the change must reflect 
these imbalances or be the result of a compromise 
solution with some other benefits accruing to RCA. 

The third issue which the carriers were asked 
to discuss concerns the present defects in the for- 
mula. Both ITT and TRT assert that the formula has 
built-in disincentives. For instance, if a carrier 
receives routed traffic in excess of its historical 
share, the formula acts to take away unrouted traffic 
in trying to preserve quota balance. 

They argue that the formula operates to preserve 
the market share of the IRC's as they were in 1942, 
and as such cannot be found to serve the public 
interest, and is also contrary to the Commission's 
policies encouraging competition. Furthermore, while 
relative market shares have changed since 1942, (due 
to competition in the quality of service and public 
relations), those carriers with improved market shares 
are in effect penalized for their successes by being 


denied unrouted traffic. Conversely, IRC's who have 


not improved market shares find themselves in a position 


of receiving additional unrouted traffic to compensate. 


1i2 
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In reply, RCA and WUI contend that any revision 


of the formula which would create an incentive, i.e., Ps 
greater routed traffic yields a carrier greater un- 3 
routed traffic, is wasteful. It would lead carrier 4 
to increase selling costs and related expenses, while 5 
it would not increase the quality of service or the 6 
quantity of messages. Any benefits to be derived from 7 
competition are already being realized and these "“in- 8 
centives" would not bring about a rate reduction. More- 9 
over, they contend that facilities would be duplicated 10 
at no public benefit. In the very least, carriers which as 
lost traffic under any revision of the formula would i2 
have idle facilities, and those which gained traffic i3 
would need more facilities. In reply, ITT contends 14 
that physical plant for telegraphy which consists a5 
largely of switching facilities (computer) and out- 16 
going circuits are largely independent of the volume at 
handled witnin fairly wide limits. For example, one 18 
50 baud channel per country for telegraph is an is 
irreducible minimum in a majority of routes, and any 20 
change in volume of traffic would have little effect. 21 
Finally, the Commission has asked those parties 22 
wanting to change the formula, for specific amendments es 
which should be made. Rather than canvas in detail 24 
the proposed changes of both ITT and TRT, a brief 25 
Outline is offered. 26 
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(1) ITT proposed that unrouted traffic 

be allocated in proportion to routed traffic 
handled by an IRC on a country-by-country 
basis where carriers are authorized to pro- 
vide direct service. The TRT proposal is 
similar but allocates unrouted traffic in 
proportion to routed traffic regardless of 
direct or indirect service. 


(2)_ TRT proposes that gateway routed traffic 
be excluded from the total routed traffic 

for purposes of allocating unrouted traffic. 
While ITT does not agree with this proposal, 
it will agree to exclude self-generated 
traffic (traffic filed at the IRC offices) 

in the gateway, but not routed traffic from 
Western Union. 


(3) Administrative aspects of the “new 
formula are also discussed. ITT suggests 
that new allocations based on routed traffic 
be established every six months of each year, 
using as a base period the parallel six month 
period for the previous calendar year. 


(4) TRT asks that the International Quota 
Bureau be dissolved. 


2 

(5) Both ITT and TRT ask that Schedule pe/ 

be abolished, and not incorporated into any 

new formula. 

(6) Both ITT and TRT ask that provisions 

which make WU offices WUI offices in the 

gateway cities, be abolished. 
Finally, the principle position of the Western Union 
Telegraph Company is if the quota/formula system 
cannot be eliminated, Western Union be permitted 


to withdraw from the handling and distributing of 


unrouted telegrams. With regard toITT's suggested 


2/ Schedule B is an extension of a contract between 


RCA and WU before the formula agreement in 1943, 
carried over today between RCA and WUI. It pro- 
vides for the transfer of 60.5% of WUI's traffic 
under the formula for the sub-areas of continental 
Europe and beyond the continent to RCA. 
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revisions, WUT asks the Commission to consider 

fully how any new formula would affect the efficiency 

of their automatic operations and whether it would 

be compatible with their existing programs. ¢ 
While TRT advocates incorporating a new formula 

into WUT's software programs, WUT argues that this ( 

would not necessarily be an easy task and that 

manual processing would continue to be necessary. { 
In summary, WUT's basic position is that the 

uRC's should tackle the operations of distributing 

unrouted messages among themselves with WUT simply 

turning over all unrouted messages to an instrumentality 

of the IRC's created for that purpose. All of the 

foregoing assumes that an “all routed" recommendation 


of WUT is not adopted by the Commission. 
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Analysis 


For the past five years, international message 
telegram service has been a somewhat stagnant service. 
It does not have the dynamic growth of telex, neither 
is it as-important as alternate/voice data service 
in terms of circuits. Still, outbound messages total 
some 9 million (excluding transit) and produce $20 
million revenues annually for the IRC's. Requiring 
only a 50 baud channel, it is an extremely profitable 
service for the IRC's as costs are minimal. The In- 
ternational Formula is an ongoing fixture in dis- 
tributing industry revenues in this service to the 
particular IRC's. In fact, when one projects the 
results of the WUT study to full one-year estimates, 
roughly 2.8 million messayes are filed unrouted and 
distributed according to formula requisites. 

Moreover, there is probably some credibility 
in the contention that inbound messages and resulting 
revenues are to a degree sent via a particular IRC 


simply because that IRC had handled the outbound 


Message. Sweden formally asks the FCC for this 


specific information annually. It is in such a case 


where the distributive effects of the formula are magni- 


fied. 
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The Federal Communications Commission compiles 1 


a "Market Analysis" of traffic from the annual traffic 2 


reports of the IRC's. The numbers presented below 3 
for the United Kingdom and India might serve to illus- s 
trate that the formula is instrumental within the in- | 
dustry. The percentages are computed on total traffic 6 
(routed and unrouted). 
The WUT survey creates a way to determine the 8 
volume of unrouted messages, and to show the impact 9 
of the international formula for these two routes. 10 


UNITED KINGDOM 


WUI receives all unrouted traffic to the U.K. 
for both gateway and hinterland. If 1973 message 
and revenue totals for the U.K. are examined for 


outbound telegraphy, the results are: 


Messages Revenues 
Actual 753,815 $2,794,958 
aso ee ee 
RCA$% LasGa B ise PR Wh ’ 
WULS% 66.40 63.79 
FC% 3.86 2.39 
TRTS& sao 242 
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WUL handled 500,533 outbound telegrams in 1973 
to the U.K. Projecting sample estimates to a full 
year and assuming 1974 traffic Pere oree mreraes 1973 
traffic; 325,192 of those messages were handled 
by WUI because of the formula quota or 64.97% 
of the WUI total. i 
This would mean that of the 500,533 messages, 
175,341 messages would have been specifically 
routed by customers to WUI or 23.26% of the industry's 
route total. The figures shown above for the other 
ERC's are by definition pre-routed only. 
When oneconsiders only routed traffic, the 
United Kingdom route is a competitive route among the 
IRC's. However, once the formula is applied to the 


unrouted messages, 2/3 thirds of all traffic is handled 


by WUI. 


INDIA 


RCA receives all uncouted traffic to India 
for both gateway anc hinterland. 


Messages Revenues 
Actual 324,693 $778,795 
RLTT 22.94 13.68 
SRCA 62.38 67.85 


SWUL 14.68 18.45 
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RCA handled 202,543 outbound telegrams in 1973 1 
to India. Projecting sample estimates to a full 2 
year and assuming 1974 traffic approximates 1973 3 
traffic; 137,344 of those messages were handled 4 
by RCA because of the formula quota or 67.81% 5 
of the RCA total. 6 


This means that of the 202,543 messages, only 


65,199 messages were specifically routed by customers 8 
to RCA or 20.08% of the industry's routedtotal. The 9 
figures shown above for the other IRC's are by defini- 10 
tion pre-routed only. This specific case illustrates Lt 
that while ITT handled more direct routed messages to 12 
India than RCA, RCAhad 62.4% of the market to India. LS 
Other routes were chosen to illustrate the break- 14 
out of routed and unrouted messages for each carrier LS 
as it exists under the formula. This data is presented 16 
in Table 2. It is readily apparent that there is no a | 
logical or systematic distribution of traffic under the 18 
formula. Some carriers have many destinations where 19 
they receive all traffic. Others have relatively few. 290 
High volumes of routed traffic do not translate into rat 
fe . high otis of unrouted traffic. Back in 1943, when Zz 
the formula was established, quotas were assigned based Pa 


on the amount of traffic handled the previous year. The 24 


original effect then was to distribute traffic based on 25 
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70,453 
55,478 


they Le 
Kucoot ~~ «1f6, 766 
SNIN7DOR =. 22,421 
BRAZIL O38, 351 
ALAMAS 9,719 
20,060 
74,484 
44,912 
dus 2o 
38,467 
ILIPPINES 77,574 


WNULES 


66,950. 


EXAMPLE OF DISTRIBUTION OF MESSAGES (1973 = 1974 = SAMPLE) 


RCA 
UNPOUTED TOTAL ~~ POUTED 


31,280 52,307 
50,962 


22,4C4 


351,507 
50,448 
19,963 


TABLE 2 


UINROUTED 


4,392 
17,664 


WU 
TOTAL ROUTED 


138,309 


S132] 
47,259 
26.21¢ 
22,215 


68,816 
91,660 
©s,°12 


325,192 
ia) 


55,424 


TRT 


UNROUTED TOTAL ROUTED 


933 
1,173 
1,554 


2,487 
5,408 
13,412 
20,589 


UNROUTED 


(1) Current distribution of unrouted traffic for each IRC to the above destinations is listed in Appendix I. 
(2) 


Routed traffic is estimated by calculating yearly total of unrouted traffic from WUT study and subtracting 
this amount from total 1973 traffic each IRC handled to that particular destination. 
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the amount of traffic handled the previous year. The 


over-riding concern was to distribute traffic based 
on percentage of volume. If this reasoning is accepted 
then to maintain the formula today is highly illogical 
inequitable and unjust, for the basic reason that this 
as effect has been destroyed by time. The pre- 
ceeding examples on the UK and India, and the examples 
of Table 2 affirm this conclusion. 
Current Problems with the Formula 
1) Examination of Appendix 1 (Merged Company 
distribution percentages) reveals a sectionalization 
of the globe for the IRC's by the international formula. 
@ RCA receives wirtually all unrouted traffic 
to Near East, Africa, Asia and the Pacific 
Basin. 
@ WUI receives virtually all unrouted traffic 
to South America and majority of such traffic 
to Europe. 


@ ITT receives virtually all unrouted traffic 
to Central America. 


@ TRT receives virtually ail unrouted traffic 
to the Bahamas, Belize, and Colombia. 


e@ USLR receives all unrouted traffic to Liberia. 

Perhaps the IRC's saw themselves as curriers to 
Only a certain part of the world in 1943. For the 
formula, as it exists, to be a good tool in distributing 
traffic the carriers wouid have to revert back to serv- 


ing only these parts of the world. Today's industry, 
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however, sees the IRC's serving the public in all 


parts of the world, and because of this the sec- 
tional stranglehold that the formula advances is 
frivolous, obsolete and unjust, and contrary to 
the concept of competition. 

2) The international formula is much more 


complex than it need be. Again see Appendix 1, notes 


*a" through “g's. More specifically, separate quota 
allotments for gateway and hinterland originations 
appear unwarranted. Of the 2.8 million unrouted 
messages only 20 thousand originated in the gateway 
cities. To maintain a separate quota for this trafflic 
is unjustified. 

3) Schedule B - While Schedule B represents 
a contract between RCA and WUI, whereby RCA receives 
60.5% of WUI's unrouted traffic to Continental Europe 
and beyond, it does not belong in any formula the 
Commission prescribes (past or ficure). That 1s, 
it is up to these two carriers to éistribute the trat- 
fic between themselves. Having WUT apportion and ais 
tribute this traffic as part of the formula puts WUT 
in a position it should be fully compensated for. 


Possible Alternatives 


oe LS 


The three possible alternatives relevant to this 


issue on the international formula are: 
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1. Find. that the formula continues to operate in the 
public interest. 

2. Make substantive changes in the existing formula, 
i.e. change the base year, establish new quotas, 
change position on WUI/WU offices, abolish Sche- 
dule B, establish quotas based on each preceeding 


year, etc. 


3. Abolish the present formula and require that 
all messages be specifically routed by the sender. 


Tables 3, 4 and 5 offer summarized data constructed 
from the WUT study. The key assumption used in formula- 
ting this data is that 1973 traffic (1974 annual reports 
are not available until mid-June '75) equals full year 
traffic compiled from the study. Industry total traf- 
fic less industry unrouted traffic then yields industry 
routed traffic. This data will facilitate the analysis 


of the preceeding alternative solutions. 


_ Proposals 


It cannot be found that the existing formula 
continues to operate in the public interest, whatever 
the intentions were in 1943. Throughout this report, 
Many aspects of the formula have been shown to be un- 


just, unreasonable and inequitable. To continue with 


this formula is a solution which is totally unacceptable. 


In fact, maintaining this formula raises serious anti- 


trust questions. 
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TABLE 3 


‘ 
: 
| 


FULL YEAR ESTIMATE OF OUTBOUND INTERNATIONAL TELDGRAPHY BY TYPE, BY CARRIER, BY ORIGINATION 
(DERIVED FROM WUT STUDY IN DOCKET 19660; 1973 = 1974) 


POE A.0 ERIN NNO U 
A. HANDLED BY WT: 
PRE-ROUTED: 


TOTALS ITT RCA WuI TRI USLR FIC | 
Gateway 80,524Y 10,616 2,584. 61,612 5,588 108 | | 


Hinterland 763,304vV 267,268 254,960 201,500 37,572 8 
Totals 843,828 277,884 257,544 263,112 43,160 116 


UNROUTED EXCLUSIVE: 
Gateway 11,612 748 6,924 3,804 80 56 


Hinterland 1,718,604 85,236 1,016,200 596,104 15,284 5,780 
Totals 


1,730,216 85,984 1,023,124 599,908 15,364 5,836 
UNROUTED NON-EXCLUSIVE: 


Gateway 9,716 
Hinterland 1,029,252 


Totals 1,038,968 228,052 310,228 433,768 
ROUFED WUL via WUT 


(Gateway Office 
Ruling) 32,012 


21,212-Other 


B. SELF-ORIGINATIN: 


TOTALS (IRC traffic) 5,026,338 1,679,085 1,704,197 1,334,281 253,752 2,974 66,800 27,609 (WUT) 


GRAND TOVALS 8,639,350 2,271,005 3,295,093 2,631,069 336,836 8,926 68,812 27,609 (WU: 


aa anlannainaiieneecnceteiaiiaeiatiariomeeneeeteienmoninniinirtainieneleienteessenner ee a ae 
NOTES: By adding UNROUTED EXCLUSIVE and UNROUTED NON-EXCLUSIVE, the total number of unrouted messages 
for the industry and each IfC can.» found. By adding PRE-ROUTED HANDLED BY WUT and SELF- 
ORIGINATING, the total number of routed messages for the industry and each IRC can be found. 


TABLE 4 
(OUTBOUND TELEGRAMS EXCLUDING TRANSIT) 
SUMMARY OF ESTIMATED ROUTED AND UNROUTED TRAFFIC 
(1973 = 1974) 


CARRIER: TOTAL TOTAL GRAND 
ROUTED UNROUTED TOTAL 
bg 1,956,969 314,036 2,271,005 
RCA 1,961,741 1, 333, 352 3,295,093 
WwuL 1,597,393 1,033,676 2,631,069 
TRI 296,912 39,924 336,836 
USLR 3,090 5,836 8,926 
FTC 68,812 - 68,812 
WUT 27,609 x 27,609 
(OTHER + ERROR) : ~ 42,360 * 


INDUSTRY 5,912,526 2,769,184 8,639,350 


*Not incorporated in FCC totals; of the 42,360 total, 21,212 represents traffic 
handled by Canadian carriers and 21,148 represents error-in WUT sample study. 
If included in grand total, industry routed plus industry unrouted would equal 
industry grand total including that sum. 


TABLE 5 
(1973 = 1974) 


PERCENTAGE SUMMARY OF 
ESTIMATLD ROUTED AND UNROUTED 
OUTBOUND TELFGRAPH MESSAGES 


% 


INDUSTRY 
CARRIER ROUTED 


ITT 33.66% 


33.75% 


WUIL 27.48% 


TRI 5.11% 


INDUSTRY INCLUDES ITT, RCA, WUI, AND TRT ONLY 


100% Routed 5,813,015 
100% Unrouted 2,720,988 


% 
INDUSTRY 
UNROUTED 


11.54% 


49.00% 


37.99% 


1.47% 


The second alternative is to make substantive 
changes in the existing formula. Other than providing 
for an arbitrary mechanical distribution of traffic, there 
are practically no other merits to be found in the current 
approach. Any changes which should be made would be so 
exhaustive, that the new formula would not resemble the 
existing system in any case. For this reason, this 
approach to the second alternative is also rejected. 
Another approach under the second alternative is to 
create ane’; formula. Basically, unrouted messages 
would be routed to the IRC's on the basis of routed 
traffic. The major aspects of this approach are: 
1) Distribution would be on a country by 
country basis with quotas based on preceding 
years’ proportion of routed traffic. 


2) There would be no distinction for gateway 
or hinterland origination. 


3}: Schedule B would be abolished. 

4) WUT offces designated as WUI offices 
would be phased out and replaced by WUI 
offices. 


5) A system would be devised by the IRC's to 
account for routed and unrouted messages. 


6) WUT would continue to distribute unrouted 
traffic fully compensated by the IRC's. 


Table 6 presents thie relative impact of the new 
fermula versus the existing system. Both RCA 


and WUI would lose unrouted volume while ITT and 
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ESTIMATED DISTRIBUTION OF UNROUTED TRAFFIC AT PERCENTAGE OF ROUTED TRAFFIC 


CURRENT AMOUNT 


CARRIER OF UNROUTED 
ITT 314,036 
RCA 1,333,352 
WwuL 1,033,676 
Pes TRI 39,924 
NOTES: 


TABLE 6 


PROPOSED AMOUNT 
OF UNROUTED 


915,884 


918,333 


747,728 


139,042 


(Messages) 
NET 


CHANGE 


+601,848 
-~415,019 
-285,948 


+099,118 


1) 1973 average net revenue per message = $2.32. 


2) FULL YEAR DATA PROVIDED IN THIS TABLE IS CONSTRUCTED FROM WUT 13 WEEK 


SAMPLE. 


(Rovenucs) 
NET 


CHANGE 


$1,395,510 


-962,844 


-633,400 


+229,954 
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TRT would both gain. (USLR might continue to receive 


unrouted traffic to Liberia, but only in proportion 
to its routed traffic.) 
Of the 2.8 million unrouted messages, roughly 25% 
or 701,000 would be redistributed. RCA and WUI 
combined would lose $1.6 million in revenues with $1.4 
million going to ITT and $.2 million to TRT. Overages 
and deficiencies recorded under the existing formula 
would be retired and would not affect revenues in any 
way. Revenues for the subsequent years after this 
formula was initiated would depend on the carriers' 
ability to capture the unrouted market. This is but 
one suggestion on how a "formula" might be devised. 
While this approach appears to be more equitable 
and just for the IRC’s, it still is a contrived 
solution to the problem of unrouted messages. The 
basic objections to this approach are: 


1) There would still be an arbitrary allocation 
of unrouted traffic. 


2) Administrative costs would still be present, 
and might even rise because both routed and un- 
routed would have to be accounted for. 


3) There would still be government participation 
in a "quota" system. 


4) It is not a true competitive solution. 
The third alternative is to require that all out- 


bound telegraph messages be specifically routed by 
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the sender, thereby abolishing the need for any kind 


of formula. Indeed, this approach is consistent with 
competition and provides a realistic solution to this 
problem. It is difficult to understand how steps 

in this direction have not been taken over the past. 
thirty years. In 1943 there was some fear that the 
large volume of unrouted messages would be routed by 
WUT unequally without some kind of formula. Today, 
because of WUT's divestiture of its overseas operations 
in 1963, no such fear exists. In addition, just 30% 

of the industry's total telegraph traffic consists of 
unrouted messages. The fact that all telex messages 
are routed in the U.S., further advances the case for 
an all routed system of telegraphy. After thirty years 
of a quota system and its associated problems and cost, 
it should be evident that an arbitrary allocation of the 
market is unwarranted. Today the retirement of the 
unrouted message means the retirement of this allocated 
market system, and makes this part of the industry as 
competitive as telex and private lease. 

To put the problem in a different light, the contin- 
uation of the formula concept will have limited finan- 
cial impact on the IRC's. If any of the IRC‘s lost 
all of their unrouted traffic tomorrow, none of the them 


would incur significant financial harm. An estimated 
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$6.5 million (from WUT sample) of the industry's 
$234.5 million (1973 actual totals) in public services 
are generated by unrouted messages. An all-routed 
proposal would probably yield a distribution of the 
formerly unrouted traffic along the lines of past 
years' routed traffic, thereby just redistributing 

the $6.5 million among the IRC's. 

Finally, all of the proposals advanced for changing 
the formula, i.e., new base year, for direct or indirect 
routes, Schedule B, etc., would become moot points 
under an all routed system. 

It is recognized that there may be justifiable 


problems in moving to an all routed system of messages. 


An interim period not to exceed 3 years may be warranted. 


In this time period the present system can be continued 
(alternative 1) or one of the means under alternative 2 
could be employed, provided the cost of such changes 
could be justified over this short period of time. 

In any case, an all routed system of telegram 


messages is advocated for the U.S. as soon as possible. 
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APPENDIX 1 


ANY DTSTPTSUTICN PEECENTACES AS OF ALCUST 1 


ASHART_OF MERCED CO 


STRIBUTION OF OUTSCUND UNROUTED TRAFFIC Pav TTS FOR IN INTERNATIONAL INSTRUCTIONS ISSUED BY JHE MERCED COMPANY 
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Aczicaase $ 5,2 


Maley Sister 
ait as 


gine _taleands 


a meane all unrouted. 

Q/ Except thec all unrouted governcent, prese and fixel texts go to wut. 

g/ All uorouted govervoent, prese and fixed Cextw go ta 179, 

g/ Of traffic deetiney to Aree A routed for Creneit thrmuch Canada, orteinating anvwhere in the United States, tracafer 
to CNT "BRITCOVT” tntermational cratfic apecifically smuted (VLA IMPCHT); tcanster to CYR "BRITGOVT" foternationel 
traffic routed (VIA 14’) of (VIA IMGCPR). 

a/ Bew York f@ the geteway for ACK, CNT, CPR and WUL, ene will Cranefer routed traffic to them. Unrouted traffic reach- 
fog New York will Le distriduced on che basis of L ca ONT and 2 Co CPR, San Franctaco te the patewsy for PCAC end Cw, 
aod epectiically routed cratfic will be Crenetecred Cw them, All unrouted tratfic reaching Sen Prenctece will be 
transferred to CH, 

£/ Wew York ta the gateway for ACR, CNT and CPR, and will tranefer to them all roured traffic, Varouted traffic reaching 
Wew York will be dlecributed on the baste of none ts valcR, $ to CHT end 5 to CPR, 

B/ Misnespolie fs distributing office for worouted masemges ead will treaster auch trefite to CNT, CPR and RCAC a8 indicated, 
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INTERNATICIAL QUOTA BUREAU 
26 BROADWAY, NEW YCRK, N. Y. 10004 4772 


OPERATING TOR THE INTE NATIONAL FOCMULA COMMITTCS REPRESENTING 
ALL AMERICA, CATICS ABD RADIO, NC. ¢ CANADIAN TATIONAL TAILWAY COMPANY —& CANADIAN PACIFIC TAILWAY COVAPAIT( 


THE CCAVATRCIAL CARL COUMPANT ° GLOLE WIRELESS LT. td MACKAY RADIO AMD TELEGRAPH COPAPAISS 
RCA COMMUNICATIONS, 1G, 8 RADIOMARINE SOLOMON oF AMERICA © TIT TELECOMAWUNIZATIONS CORPORATION 
UNITE STATES LIECRIA PALCIO COR7 ORATION hd V/ESTERN UNION INICAMATICHAL, INC, 

Memorandum for: dune 26, 1973 

Mr. A. G. Duncan, Canadian Pacific Railway Company 

Mr. J. M. Eaton, Canadian National Railway Company 

My. J. F. Frech, linited Scates-Liberia Radio Corporation 
Mr. G. F. McGuire, The Western Union Telegraph Company 
Mr. J. Re Moman, TRE Telecomnunications Corooration 


Mr. E. W. Peterson, KCA Global Communications, inc. 

Mr. T. J. Reilly, Federal Conmunaicaticas Conmission 

Mr. R, H. Thomas, Western Union International, Inc. 

Mr. W. S. Wheatley, Jr., American Cable & Radio Corporation (3) 

389, FCC Docket No. 19660. 

1) Enclosed are copies of the Bureau's sumnary of the data contained in the 
Western Union Telegraph Company's study entitled Outhound International Destina- 
tion n_ Statistics etc., in accordance with the direction of the Committee at its 


meeting on April 15, 1975, in the form discussed in the Bureau's memorandum of 


May 8, 1975. 


2) Should you desire additional copies of this summary, please make your re- 
quirements knoiwm to us, 


r Cee “79. Benim 


Join M, Muatos 


Manager 
Copy to: Mr. J. B. Busch, The Western Union Telegraph Company 
Mr. G. J. Bloom, American Cable & Radio Corporation (5) 
| Mey, J, J. Celentano, RCA Global Commvnications, Inc. 
Mr, F. R. Conrad, Western Union Ince:national, Inc. 
ce J Ligon, American Cable & Radio Corporation (1) 


212 - 425-3461 
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This tabulation, consisting of pages numbered 1, 1A, 1B, and consecutively num- 
bered pages 2 through 34, presents the summary of the study of messages transferred 
to the carriers by the Western Union Telegraph Company entitled Outbound Internation- 
Destination Statistics - FCC Docket No. 19660,etc., for the week ending December 
7, 1974 through the week ending March 1, 1975, comprising 13 consecutive weeks, 


INTERNATIONAL QUOTA BUREAU 


1. The form used in this summary is similar to the basic form in the Western 
Union study (pp. 1 - 45, q.v.). Reading from left to right, the number of messages 
filed at public message service offices (PMS) in the gateway cities New York (NY), 
San Francisco (SF), and Washington (WN) are shown in the lst, 2nd and 3rd columns, 
respectively. For each origin NY, SF and WN, the number of messages received at the 
central telepnone bureaus (CTB), those received via TLX/TWX at Greensboro, N.C.(GBO), 
and those received via TLX/TWX at Middletown, Va. (TCS), are shown in the 4th, Sth 
and 6th columns, respectively. The sub-total of gateway cities messages for NY, SF 
and WN (NSW), columns 1 through 6, is shown in the 7th column, The number of mes- 
sages originating in Other Places in the United States (OTR) received at CTB, GBO 
and TCS, and those filed at PMS offices, is shown in the 8th column. The total num- 
ber of messages shown in columns 7 and 8 1s shown in the last, or 9th, column, 


2. The 196 international destinations contained in the study have been sorted 
into the 54 sub-areas used by the Quota Bureau in compilation of Formula statistics 
in reporting monthly to the carriers. Summaries for Areas A, B and C, and for All 
Areas, are included in the tabulation. Due to the absence of specific data for the 
Canadian carriers in the Western Union study, the statistics reported to the Quota 
Bureau by Canadian National Railway Company (CNT) and Canadian Pacific Railway Com- 
pany (CPR) are omitted from the sub-area and area transfer statistics shown on the 
last line in this tabulation. French Telegraph Cable Company (FCH) is not a report- 
ing carrier to the Quota Bureau. FCH statistics are shown in the Western Union 
study, and are therefore included in this tabulation. Data on messages transferred 
to the 19 marine, or shore to ship, stations are shown separately in total only in 
this tabulation. 


3. Presentation of statistical elements is specified as follows: 


a) PREROUTED 
For each carrier: ACR/GW (ITT); RCA, except for the sub-areas Continental 
Europe (CE) and Beyond the Continent (BC), for which sub-areas combined 
RCA-RCB data are shown; WUI; TRT; USL and FCH; and for ALL carriers 
named, 


b) UNROUTED EXCLUSIVE 
For each carrier: ACR/GW (ITT); RCA, with the exception of the sub-areas 
CE and BC mentioned in (a) above; WUI; TRT and USL; and ALL carriers 
named. 


c) UNROUTED NON-EXCLUSIVE 
For ALL carriers only. 


d) UNROUTED - PMS VIA WUI 
For NY, SF and WN, as supplemental information only, not included in the 
TOTAL ROUTED/UNROUTED statistics. 


e) TOTAL ROUTED/UNROUTED 
1) Shown for sub-areas in connection with PREROUTED + UNROUTED EXCLU- 
SIVE for each carrier and for ALL carriers. 
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3. e) ii) Shown for sub-areas in connection with PREROUTED + UNROUTED NON-EXx- 

CLUSIVE for ALL carriers only. 

1ii) Shown for Area A, B and C, and All Areas, in connection with PRE- 
ROUTED + UNROUTED EXCLUSIVE + UNROUTED NON-EXCLUSIVE for ALL carriers 
only. 

iv) Exceptionally, 1 message destined to BC (St. Helena), appearing on 
p- 45 of the study for the week ending February 22, 1975, is included 
in the TOTAL ROUTED/UNROUTED on p. 3 of this tabulation. 


f) IQB REPORT - TRANSFERS 


Result of the addition of December 1974 and Year-to-Date February 1975 
TRANSFERS data from IQB reports to the carriers. 


g) UNROUTED MESSAGES PROCESSED AT MINNEAPOLIS 
| Presented separately, as supplemental information, for ACR/GW (ITT), RCA, 
WUL, IRT, OTHER and ALL, 


4, At the conclusion of the manual tabulation of the 13 weekly reports by the 
Quota Bureau, unreconciled differences exist as follows: 


a) PREROUTED MESSAGES: ACR/GW (ITT) NY 1-, NSW l-, OTR 1+ 
b) PREROUTED MESSAGES: ALL NY i=, NSW i", OLR i+ 
c¢) UNROUTED EXCLUSIVE MESSAGES: RCA SF 1-, WN 1+ 
d) UNROUTED EXCLUSIVE MESSAGES: ALL SF 1-, WN 1+ 


INDEX TO SUMMARY 


AREA A 
page 
2 United Kingdom & Eire 
2 Continental Europe 
3. Beyond the Continent 
4 Liberia 
5 Austria 
5 Belgium 
6 France 
6 Germany 
7 Holland 
7 Italy 
8 Norway 
8 Czechoslovakia 
AREA B 
page 
14 Bahamas 
14 Bermuda & British West Indies 
15 Cuba 
15 Dominican Republic & Haiti 
16 Jamaica 


16 Puerto Rico 


20 Hawaii 

20 Guam 

21 Midway & Wake Islands 

21 Samoa: British 

22 Samoa: Other 

92 = Sé. Pac. islands: British 
23. So. Pac. Islands: Other 
23 Australia & New Zealand 
24 Hong Kong 


24 China 
AREAS 
page 
30 Area A 
31 Area B 
31 Area C 
32 All Areas 
SUPPLEMENTAL 
page 


33 Marine (Shore to Ship) Messages 
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Denmark 

Greece 

Hungary 

Poland & Danzig 

Roumania 

Yugoslavia 

Albania 

Bulgaria 
Esthonia-Latvia-Lithuania 
Luxembourg 


Other West Indies 
British Honduras 
Central America 
Colombia 

Ecuador & Venezuela 
South America 


Burma 

Dutch East Indies 

Foriosa | 
French Indo-China 

Japan 

Korea 

Malay States 

Okinawa 

Philippine Islands 

Siam 


34 Unrouted Messages Processed at Minneapolis 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 

UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 
UNROUTED - PMS VIA WUI 
TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 

UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 
UNROUTED - PMS VIA WUI 
TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


WESTERN UNION ST BOUN 


MESSAGE TABULATION 


INTERNATIONAL DESTINATION DESTINATION STATISTICS FCC DOCKET NO, 19660 


SUB-AREA United Kingdom & Eire © 


jf 


 OFCH 


SF_ WN} 


$351 


ola iad, 
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MESSAGE TABULATION 


WESTERN UNION OUTBOUND INTERNATIONAL, DESTINATION STATISTICS FCC DOCKET NO, 19660 


u MN _WN Ww Ro cc WI 
PREROUTED tt eA IY] LM OE 0268] eG 37] ae _ 2h 772 
UNROUTED EXCLUSIVE ea ee a SO8| /¥3{ 7/91 74/37) 1/73) 2307 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


UNROUTED - PMS VIA WUI || 

TOTAL ROUTED/UNROUTED ee ce 

IQB REPORT - TRANSFERS | __ an 
NY 


ma ok UN UN SED OWN UNSW a Ge WN a NSW 
PREROUTED ao ae +] : g ae _H96l 491 | gett 22737 
£347 yo3SI 
a4], _ Jo oA 


UNROUTED EXCLUSIVE 6 et 19/37 173| 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 


IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 


IQB REPORT = TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT ~ TRANSFERS 


MESSAGE TABULATION 
WESTERN ION OUTBOUND INTERNATIONAL DESTINATION STATISTICS FCG DOCKET NO, 19660 


SUB-AREA Liberia 
PREROUTED 


UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 

UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 
UNROUTED - PMS VIA WUI 
TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UYNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOFAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED : Lo I 2 ! 
IQB REPORT - TRANSFERS |. a i OL a 


PREROUTED 
UNROUTEJ EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 


UNROUTED NON-EXCLUSIVE | 


UNROUTED - PMS VIA WUL 
TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 
UNROUTED EXCLUSIVE 
UNROUTED NON-EXCLUSIVE 


TOTAL ROUTED/UNROUTED 
IQB REPORT - TRANSFERS 


PREROUTED 

UNROUTED EXCLUSIVE 
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SUB-AREA ACR/GW RCA TRT WUI OTHER ALL 

BELGIUM 2,473 3,036 5,509 
FRANCE 7,820 1,848 17,204 26,872 
GERMANY 12,738 4,416 22,915 40,069 
HOLLAND 3,044 4,993 8,037 
ITALY 5,601 24,003 29,604 
NORWAY 2,640 1,538 4,178 
CZECHOSLOVAKIA 322 61 383 
GREECE 4,234 787 4,773 9,794 
HUNGARY 1,429 350 +779 
ROUMANLA 142 433 8 583 
YUGOSLAVIA 1,040 1,965 3,005 
GROUP 3 84 237 321 
AREA A 31,964 17,437 80,733 130,134 
CUBA 8,521 15,924 24,445 
PUERTO RICO 6,368 7,593 13,961 
OTHER WEST INDIES 1,099 4,431 5,530 
COLOMBIA §21 668 5,733 6,922 
ECUADOR & VENEZUELA 3,410 9,461 12,871 
AREA B 19,919 10,129 45.733 27,948 63,729 
HAWAII 2,478 10,895 13,373 
MIDWAY “& WAKE ISLANDS 1 1 
SAMOA: BRITISH 35 18 53 
SO. PACIFIC IS.: BRITISH 550 550 
AUSTRALIA & NEW ZEALAND 19,576 4,735 24,311 
PHILIPPINE ISLANDS 2,618 19,677 22,295 
AREA C $,131 50,149 5,303 60,583 
ALL AREAS 57,014 77,75 5,733 108,681 5,303 254,446 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION’ 
Washington, D. C 20554 


509 
) 
In the Matter of ) 
) * 
International Record Carriers’ Scope) Docket No. 19660 
of Operations in the Continental ) RM-690 


United States, Including Possible ) 
Revisions to the Formula Prescribed ) 
under Section 222 of the Communica- ) 
tions Act. ) 


) 


_ SUPPLEMENTAL COMMENTS 


RCA Global Communications, Inc. (RCA Glébcom) 
hereby submits these supplemental comments on the issue of 
whether the existing formula under which distribution of 
cutbound international telegrams is made is unjust, un- 
reasonable, and inequitable, or not in the public interest. 
These comments are submitted in response to the Commission's 
Memorandum Opinion and Order of May 28, 1975 (FCC 75-617) 
which provided that the interested international carriers 
could supplement earlier submissions on the formula question 
in light of the completion of the statistical study performed 
by The Western Union Telegraph Company (Western Union) show- 
ing the exact diseribueion of all routed and unrouted inter- 
national traffic originating on its system. 

The main purpose for the Western Union statistical 


study was to provide a data base which would enable the 


a oe 
S10 


Commission to have before it sufficient reliable information 
so that it could take into account the effects on the inter- 
national carriers of any proposed change in the formula before 
it acted. Thus RCA Globcom's concern when it first suggested 
the need for such a study was that changes in the formula 
such as suggested by ITT World Communications Inc. (ITT) and 
TRT Telecommunications Corporation (TRT) would upset the basic 
treory on which the formula was based and lead to a very large 
and arbitrary shift of revenues from one or more carriers to 
other carriers without giving any concommitant benefit whatso- 
ever to the public through improved sievine or lower rates. 
It was felt by RCA Globcom, and the Commission apparently 
agreed, that a data base permitting evidence’ on the effect on 
the carriers of a change in the formula was an integral part of 
the information it needed before it could make any determina- 
tion that the public interest required the original formula to 
be changed. 

As can be seen from the attachments to these comments, 
RCA Globcom has made a thorough analysis, using the Western 
Union derived data, to compile an accurate summary of the 


effects of the ITT and TRT proposal on RCA Globcom. This 
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analysis and the associated comments show that both proposals 
for redistributing the unrouted traffic suffer from serious 
defects which render them unsuitable as a basis for a change 
in the formula even under the assumption that the Commission 
found a public interest basis for the revision of the original 
formula. 

RCA Globcom is also again asserting its right to have 
an oral, evidentiary hearing in the event that the Commission 
determines the existing formula should be changed. As detailed 
below, this question is of such a far-reaching significance 
to the public and the carriers that the Commission should not 
act until it has sufficient expert testimony as to the benefits 


and detriments of all proposals. 


The ITT Proposal 


The ITT proposal would have all the unrouted traffic 
distributed to the international carriers having direct circuits 
to a country in proportion to the number of routed messages each 
carrier received from Western Union. Aside from the fundamental 
flaw that this method of distribution would inevitably increase 


sales expense of the carriers without benefit to the public, 


the ITT proposal is unworkable since it does not consider that 


many countries are not served by direct circuits and fails to 
adequately define a direct circuit. As shown in sttachnent 4: 
over 103 destinations, to which 43,087 messages were sent during 
the 13-week study, are not served directly. Thus, for these 
countries, the ITT proposal would not provide a method of 


distribution for the 173,011 unrouted messages annually avail- 


able. 


As a result of this failure to specify the manner in 
which all unrouted traffic would be distributed, it was not 
possible to show the total effect of the ITT proposal on RCA 
Globcom. However, as shown on attachment 2, if the ITT proposal 
| were to be Lup leiiated. the redistribution of existing traffic. 
’ with the exception of the traffic to those countries just noted, 


would result in a gross international tolls (GIT) loss to 


RCA Globcom of approximately $1,990,595 per year. Of course, 


this loss in revenue is based only on the routed and unrouted 
outbound traffic figures derived from the Western Union study. 
It does not include a consequent decrease in revenue from the 
loss of an approximately equal amount of inbound traffic. The 
Commission must expect that in view of the magnitude of this 
loss to RCA Globcom, a very heavy increase in sales effort would 
be made by it to secure additional direct routings in the hope 


of offsetting the loss. 
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But in addition to’ this incentive for increased sales 


effort by RCA Globcom, the "multiplier" nature of the ITT 
proposal, i.e. the large unrouted telegram pool distributed in 
proportion the routed traffic secured by a carrier, would by | 
itself generate additional sales effort by all the carriers. 
The consequent rapidly escalating selling costs on the part 

of the IRCs would in due eo greatly impact the telegram 
using public. The resulcs of the multiplier effect of the 

ITT proposal can best be understood by examining the amount of 
revenues that would be open to solicitation by the IRCs and 
the nature of the costs that would be incurred by them in 
handling the traffic originated by Western Union. 

As to revenues, based on the Western Union 13-week 
study and other statistical source material available to the 
Commission, it is estimated that the IRCs interchange about 
6.6 million telegrams annually with Western Union and receive 
about $10.3 million in annual revenues therefrom. The outbound 


routed traffic is estimated to be 842,000 telegrams: 


Telegrams Estimated 

Outbound Number hh IRC Revenues* 
Routed 842,000 13 $ 1,305,000 
Unrouted 2,740,000 41 4,552,000 
Subtotal 3,582,000 54 S 3,552,000 
abound 3,051,000 kG 4 729,000 
22VIt VU Milena pea WE 
Total 6,633,000 100 $10,281,000 


*This revenue calculation is based upon an assumed average U.S. 
(continued on next page) 
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As the table shows, there are now more than three unrouted 
outbound telegrams for each routed outbound telegram. 

In this connection, it should also be noted thet: «st 
overseas administrations return traffic to the United Stu es 
IRCs more or less in proportion to the traffic they receive 
from the United States IRCs. Even in those few cases where 
the U.S. carriers — their own overseas offices, the long 
recognized "message for a message" theory generally prevails, 
meaning that it is easier for a carrier serving both @nds to 
solicit the return traffic from an addressee if it delivers 
the original to him. 

The combination of the fact that each routed message 
brings with it three or more unrouted messages and the fact 
that inbound traffic largely follows the carriers" proportion 
of total outbound traffic produces the multiplier effect, so 
that the revenue benefit from securing a single routed message 


is generally seven or eight times the revenue from that 


(continued from preceeding page) 


revenue of $3.80 per telegram of which WUD receives approximately 
$2.25 (9.5¢ basis) and the IRCs receive the balance. For the 
purpose of this table, it is assumed that the average U.S. 
revenue of the IRCs is $1.55 per telegram interchanged with 

WUD for both directions combined, although it is probable that 
subsequent to the recent devaluations of the U.S. dollar, the 
IRCs retain somewhat less than $1.55 per outbound telegram 

and receive somewhat more than that per inbound telegram. 
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single message. 

On the cost side, an understanding of the handling. 
of outbound messages originating on the Western Union system 
is necessary. After the initial acceptance of a message is 
performed by Western Union, the transfer of the messages to 
the IRCs is made on an electrical basis. the receipt and 
retransmission of this traffic by the IRCs is highly automated 
through the use of computer switches and various transmission 
facilities.* The IRCs provide extensive and costly plant 
such as computer switching, cable and satellite facilities 
and accordingly their part in the overall acceptance-to- 
delivery process applicable to telegrams originated or terminated 
by Western Union is highly capital instensive with relatively 
little variable operating costs per message. 

The following crucially important conclusion stands 
out from the foregoing discussion. In terms of classical 
textbook economics, a given IRC's sobieiestion efforts would 
quickly tend to expand until the marginal solicitation cost 
expended per routed message received from Western Union approached 

the total revenue that the IRC received not only from chat 
routed message but also from up to six or seven additional 


outbound and inbound messages. This is so since the variable 


*Of course, for messages originating with the IRCs the initial 
handling is performed by them rather than by Western Union and 


such carriers bear the acceptance costs incurred. 


operating costs per message are minimal and the potential 
revenue increase through the multiplier effect is as described 
above. 

Of course, an IRC may be constrained in its selling 
effort to some extent by the assumption that its competitors 
would also be increasing their own selling efforts, but there 
is now no way of knowing at what point such a constraint 
would develop if at all. It may be noted from the table 
above that the total revenue now received by all of the IRCs 
from naked outbound telegrams originated by Western ation is 
only about 62,3 at biter annually. However, it is vitally 
important to consider that even under the present formula, 
which intentionally discourages excessive solicitation, the 
amount spent by the IRCs for solicitation of routings probably 
exceeds their total revenue of $1.3 million from routed outbound 
traffic. If the IRCs are now apparently willing to spend 
approximately as much on soliciting routed outbound traffic 
as the entire revenue they now receive from such traffic, how 
much more could the Commission expect they would spend on 
solicitation if it condoned the multiplier principle and 
thereby caused the entire $10.3 million annual revenue pool 
to be distributed more or less in proportion to solicitation 


effort? 


We believe it is very important for the Commission to 


. rete 
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realize that the adoption of the ITT proposal with its irrational 
multiplier effect, which would lead to rampant and costly 
sclicitation effort as described above, would be without precedent 
in all regulated industry practice. Clearly such a radical 
departure from traditional regulatory concepts should not be 
made without every assurance that such action will not have an 
adverse effect on the public. 

We believe that this again demonstrates the validity 
cf the user-oriented logic of the original formula. As noted 
in prior comments, the Commission recognized that the formula 
‘would create a certain disincentive to undue solicitation effort 
for routed traffic. Thus it stated in the Western Union Merger 
Proceeding that the combination of routed, unrouted, and self- 
originating traffic 

diminishes the incentive of the international 

carriers to expend effort and revenues in attempts 

to divert traffic from each other by solicitation 

efforts which may not improve quality of service; 

and it also diminishes the necessity for these 

carriers to build up additional facilities for the 

collection of their own traffic, in duplication of 

existing facilities of the merged company. These 

Savings should contribute tc a more efficiently 

and economically operated international telegraph 

system. 10 FCC 184, 191 (1943). 


While the Commission wisely wrote this over thirty 


years ago, the basic finding that the savings would contribute 


to a more efficient and economical telegraph system remains 


, 


$29 


. 


as true today as in 1943 and has not been refuted by ITT or 


TRI. 


TRL Proposal 


TRT has submitted two different proposals. First, 
it states that the most equitable method of distribution would 
be to divide all unrouted traffic equally among all the carriers 
tariffed to serve a given destination. Second, it apparently 
recommends that, as an alternative, the unrouted traffic 
should be distributed among those carriers tariffed to serve 
a given location in proportion to the routed traffic origin- 
ating on the Western Union system received by a carrier.* 
As to the first alternative, we believe that its so 
obvious that the method was selected only to benefit TRT, 
that serious attention need not be paid to it. It would be 
most inequitable to give TRT an equal share of the telegram 
traffic to ail locations in view of its very small present or 
historical volumes to those places. Indeed, such a method would 
constitute an outright windfall to that carrier without any 
justification. Moreover, not only would such a proposal 
*It is not clear from the TRT comments whether it meant to 
exclude from the second option those routed messages origin- 
ating on the Western Union system in gateway cities or to 
exclude such messages. Taken as a whole, its three rounds 


of comments appear to support the former interpretation and 
accordingly our calculations have used this approach. 
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provide TRT with a bonanza of unrouted traffic but would also. 
ostensibly give other limited franchise carriers as United 
States-Liberia Radio Corporation and French Telegraph Cable 
Company the same right also to get an equal share of the un- 
routed traffic. 

The second TRT alternative, while appearing to be 
a slight modification of the ITT plan, is considerably different. 
In fact, it would give any baker tariffed to serve a given 
location, unrouted traffic in proportion to the routed traffic 
otiginaring with Western Union handled by that covet. As 
compared with ITT's suggestion, the modification by TRT would, 
in addition to presenting the incentive for excessive sales 
expenditures, acts against the interests of the United States 
carriers as a whole since carriers with indirect circuits would 
retain proportionately less revenue than those with direct 
circuits. Inasmuch as traffic sent via indirect routes requires 
a greater out-pcyment to the foreign correspondents than 
with identical traffic via direct circuits, the baie traffic 
that is artificially designated to go to a carrier without a 
direct route, the greater would be the loss to the United 


States, the international record carrier industry, and the 


telegram filers. 
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RCA Globcom estimates it would lose approximately 
93,000,000 of outbound GIT per year under the TRT plan. Thus 
we submit that the Commission should if it makes any change 
in the existing formula, refrain from modifications which 
would operate in the manner just described. 

Office of Telecommunications Draft Report 


While the above suggestions are the only ones raised 


t 


to date formally by any of the carriers interested in the 
formula, it should be noted that a draft report prepared by 

the Policy Support Division of the Office of Telecommunications, 
U. S. Department of Commerce* (OT), which was distributed to 
the international carriers, recommended that the Commission 
require all traffic originating on the Western Union system 

be routed by the sender. This proposal would eliminate the 


unrouted traffic by forcing the originator of a telegram to 


select an international carrier. 


*The OT report is prefaced by the following notation: 


These papers result from a continuing effort to 
maintain total awareness of activities of interest 
to, of affecting, telecommunications, and to 
explore all alternatives to present and contemplated 
Systems and issues. They are reproduced to stinm- 
ulate discussion of new ideas, to provide data, or 
to supply background information about various. 
topics related to telecommunications and telecommun- 
ications policy. They do not necessarily represent 
completed studies or official positions, either of 
the authors, the Policy Support Division, the Office 
(continued on next page) 
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In addition to creating all of the same problems 
with respect to mounting sales expense which would soon 
increase rate levels, the proposal would provide an unjustified 
advantage to Western Union International, Inc. by virtue of the 
Similarity of names between Western Union and Western Union 
International. In the period since the divestment and the 
attendant formation of Western Union International, we have 
routinely and repeatedly experienced a condition in the U.S. 
communications marketplace of customer confusion with respect 
to the separation of the organizations bearing the Western 
Union name. 

The existence of confusion in the minds of customers 
and their inability to differentiate between Western Union 
International and the domestic company was substantiated by a 
market survey undertaken in January 1973 for RCA Global 
Communications, Inc. by Palshaw Measurement, Inc. of Southport, 
Connecticut. The survey was conducted among 1031 telex 
operators and communications managers in the gateway cities 
of New York, San Francisco and Washington, D.C., in the non- 
gateway cities of Boston, Chicago and Los Angeles and in 15 


other non-gateway cities in order to test the respondents' 


(continued from previous page) 


of Telecommunications, Department of Commerce, or 


the Office of Telecommunications Policy. Instead 
they are working papers representing the current 


wiews af the reenanathla racasenh taam laandnwn 


international carrier, 6% felt it meant both domestic and 


023 
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awareness and attitudes toward three leading international 
telex carriers. 

Tabulated results of the survey indicated that half 
(49%) of those respondents who said that "Western Unicon" was 
the carrier they used claimed that they meant the international 


carrier, but 40% didn't know whether it was the domestic or 


international carrier and 4% felt that it meant only domestic 
carrier notwithstanding that the orig’nal question addressed 
itself to international carriers only. 

This difficulty experienced by the U. S. communicating 
public in differentiating between the domestic and inter- 
national Western Union companies is fostered by the less than 
specific identification practices used by the domestic company 
for labeling its many thousands of customer telex machines. 
The photograph appendix as Attachment 11 shows a typical 
customer's machine. The face plate simply reads "Western 
Union."" The side saddle paper is printed "Western Union 
Telex Service," the dial plate shows "WU Telex" and the ser- 
vice plate is headed "Western Union Telex." 

The extent to which public confusion over the 
Western Union/Western Union International names impacts telex 


routings is indicated by the higher levels of participation 
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in hinterland telex originations enjoyed by Western Union 
International. Based on information and belief, Western Union- 
International received approximately 38% of international 
telex traffi riginated in the Weste n Union telex system in 
June 1974. In the same period, ITT received 31% of this 
traffic while RCA Globcom received 29%. 

The foregoing situation exists notwithstanding the 
facts that (a) Western Union International was by no means 
the first carrier to enter the international telex market, 

(b) Western Union International's marketing and advertising 
expenses are not siginficantly higher than those of either 
ITT or RCA Globcom and (c) Western Union International's 
scope of telex operations (overseas points served) -is-not the 
largest in the industry. 

Western Union International may argue that it 
enjoys its larger share of the Western Union Telex market 
because of claimed superior service. In this connection, it 
should be noted that Western Union International, with the 
Same quality of service, provides only about 22% of the total 


international volume, a point that strongly establishes that 


it would be grossly unfair to bestow on Western Union 
International the benefits of forced routing of internal 
telegrams. 

It is not unreasonable to conclude, therefore, that 
public confusion vis-a-vis the Western Union name benefits 
Western Union International in.the Western Union segment of 
the international telex marketplace. It is also reasonable 
to suggest that a similar benefit extends to Western Union © 
International in the hinterland telegram market and, further, 
that this benefit would be greater if the International 
formula was abolished and all overseas telegrams had to be 
routed by the sender. 

The impact of the suggested OT alternative to the 
existing formula must be viewed in the light of an accurate 
understanding of the hinterland telegram market place. 
During the period June 23 through 27, 1975, RCA Globcom made 
an analysis of all routed and unrouted telegrams transferred 
to it by Western Union. The results of this analysis showed 
that 57% of the unrouted traffic was of a social character. 


All of this traffic carried full addresses (not registered 
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code addresses) and full or no signatures. All messages 
were filed either by telephone (96%) or at Western Union 
public offices (4%). None were filed by telex or TWX. 

The "social" segment of the marketplace is character- 
ized by occasional and infrequent use of telegram service. 
Aside from its geographic dispersion, most of the social 
filers of telegrams do not use the service with sufficient 
frequency to form opinions as to the relative merits of the 
competing international services nor are they likely to be 
particularly interested in the fact that there are competing 
services. ee 

Another pertinent finding of the previously- 
mentioned Palshaw Survey established (a) that slightly more 
than half of the telex operators surveyed were under 30 
years of age and (b) that there appeared to be a high turnover 
among telex operators with the highest percentage having less 
than one year of experience and the weighted average number 
of years of service being 2.8. This finding suggests a 
need repeatedly to re-sell and re-educate hinterland customer 
staff whose unawareness of any carrier other than eicenn 


Union keenly determines the routing of both overseas telex 


and telegram traffic. 
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It must be recognized that the Commission in 
prescribing the formula has a definite obligation to avoid 
confusion arising in the minds of the public as to the 
carrier actually carrying its messages. Thus in the Western 
Union Divestment Case the Commission stated that "it would 
be inconsistent with our function as administrators of the 
act to permit circumstances to arise under which the public 
may ke misled as to the carri*r to which it entrusts its 
communications, particularly since this could operate to 
deprive competing carriers of traffic they might otherwise 
receive." 30 FCC 323, 344 (1961). Forcing filers to reute 
all telegrams would by itself unfairly deprive RCA Globcom 
of traffic because of the confusion in the filer's mind 


between Western Union International and Western Union, 


especially in the hinterland. 


REQUEST FOR ORAL, EVIDENTIARY HEARING 


RCA Globcom has previously stated to the Commission 
that Section 222 (e) (3) requires that any change in the 
formula can be made only after the requirement for a "full 
hearing" has been satisfied by means of an oral, evidentiary 


hearing. See for example, RCA Globcom's letter to the 


19. 
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Commission dated January 15, 1974. In our later comments 

in this proceeding, we had stated it appeared that the 
completion of the Western Union statistical study would 
provide a sufficient factual basis to enable the Commission 
to proceed with a paper proceeding rather than an oral, 
evidentiary one. However, the very far reaching significance 
of the proceeding on the rates to the public and the effects 


on the carriers from any serious consideration which might be 


given either the ITT or TRT proposals now requires RCA Globcom > 
‘ 
to again assert its right to a full hearing. At such a hearing, 
RCA Globcom would intend to show, among other things, through 
expert economic, financial and patketine kestimany the effect 
of the proposals suggested by ITT and TRT, as well me the OT 
draft report. We submit that only through an oral presentation 
tested by on-the-record a EE ne will the full 
significance of this essential testimony be made explicitly 
clear to the Commission. Without this full heseine. RCA 
Globcom and even more importantly the public will be denied 


the due process protection. given by the statutory requirements 


Of Section 222. 


Information Submitted 


In order for the Commission to make a complete 


evaluation of the ITT and TRT proposals, as well as supply 


the traffic statistics requested in the Commission's order, 


RCA Globcom is submitting the following information: 


Attachment 1 - Affidavit Of E.W. Peterson 


Attachment 2 ~ ITT Plan, Gain Or Loss To RCA Globcom 


Attachment 3 ~ ITT Plan, Redistribution Of Unrouted 
Transfers 
Attachment 4 - Destinations With No Direct Circuits 
| ere er i 
| Attachment 5 - Routed Messages For Destinations With 
No Direct Circuits For Individual 
Carriers 
Attachment 6 - Routed Messages For Destinations With 


No Direct Circuits For Any U.S. Carrier 


Attachment 7 ~ TRT Plan, Gain Or Loss To RCA Globcom 

Attachment 8 ~ TRT Plan, Redistribution Of Unrouted 
Transfers 

Attachment 9 - ' Messages Filed Directly With RCA Globcom 


By Destination 


Attachment 10 * Source Of Messages Filed Directly With 
RCA Globcom 
Attachment 11 - Photograph Of A Western Union Teleprinter 


Attachment 12 ~ Affidavit Of R. J. Angliss 


CONCLUSION 


RCA Globcom again urges the Commission to find that 
ITT and TRT have not shown that the existing formula is unjust, 
unreasonable, inequitable, and not in the public interest. 
Instead they have merely put forth proposals which will have 
such serious impact on the public that they could not possibly 
meet the statutory standards in Section 222 of the Communications 
Act. As shown above, the ITT and TRT proposals fail to meet 
these criteria inasmuch as they were designed only to benefit 
those carriers without consideration as to any public benefits 
they might have. 

Respectfully submitted, 


RCA GLOBAL COMMUNICATIONS, INC. 
s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 


Its Attorneys 
60 Broad Street 
New York, New York 10004 


August 1, 1975 


CERTIFICATE OF SERVICE oot 


I, Mary S. Ruedi, hereby certify that on this ist 


day of August, 1975, I mailed a copy of the foregoing document 
by United States mail, postage prepaid, to the following: 


Walter R. Hinchman 

John F. Copes, Esq. 

Federal Communications Commission 
Washington, D.C. 20554 


John H. Munroe 
International Quota Bureau 
26 Broadway 

New York, New York 10004 


John A. Ligon, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, New York 10004 


Roger P. Newell, Esq. 

Western Union International, inc. 
One WUI Plaza 

New York, New York 10004 


J. R. Moman 

TRT Telecommunications Corporation 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


J. A. Berenger 

The French Telegraph Cable Company 
25 Broad Street 

New York, New York 10004 


Laurence Singer, Esq. 
. The Western Union Telegraph Company 
1828 L Street, N.W. 

Washington, D.C. 20036 


932 


H. J. Clarke 

Canadian National Railway Company 
151 Front Street, West 

Suite 532 

Toronto 1, Ontario, Canada 


Lee M. Mitchell, Esq. 

Sidley and Austin 

1730 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


United States Liberia Radio Corporation 
1200 Firestone Parkway 
Akron, Ohio 44300 


William English, Esq. 
Comsat General Corporation 
940 L'Enfant Plaza, S.W. 
Washington, D.C. 20024 


s/ Mary S. Ruedi 
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AFFIDAVIT OF EDWIN W. I'TERSON 


STATE OF NEW YORK 


COUNTY OF NEW YORK 


Edwin W. Peterson, being duly sworn, upon oath deposes 
and states as follows: 

I am Executive Vice President, Finance and Business 
Development, of RCA Global Communications, Inc. (RCA Globcom). 
As such I have responsibility for all of the financial matters 
of RCA Globcom. I am familiar with the statements of fact set 
forth in the foregoing "Supplemental Comments" with the exception 
of that part dealing with the draft proposal of the Office of 
Pel ceoemideattons. U.S. Department of Commerce. To the best of 


my knowledge they are true and correct. 


Edwin W. PetetSon 


Subscribed and sworn to before me this 29th day of July, 


CHARDIN : 32 arity te 7: . ek. 


No. 84 7475680 Notary Public 
Qualified in fect-mond Cranty ae “o57%18 Le 
Ccmmission Expites March 3), 1976 Lise ‘a ae A ; 
WHOL ee NH STATE PELTRE LS L 


: Ouslifed in Richmond Cou y 
© -ommissinn. fxpiy us March. 30, 19 


ITT PLAN 


GAIN OR (LOSS) TO RCA GLOBCOM BASED ON 


13 WEEK WUD STUDY 


No. of Gross International 
a Telegrams Tolls 
Area A (29,004). . (203,244) 
B 11,107 49,697 
c (58,849) (342,190) 
Total : (76,776) (495,737) 


*Annualized (308,285) (1,990,595) 


*Annualized at 52.2 weeks per year. 
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DESTINATION 


Cyprus 
Gibraltar 
Lechtenstein 
Malta 
Afghanistan 
Arabia 
Ascension Is. 
Azores 
Botswana 
Brundi 
Cameroon Rep. 
Canary Is. 
Cape Verde Is. 
Cent. African Rep. 
Chad Rep. 
Comores 

Congo Rep. 
Dahomey Rep. 
Ethiopia 
Paroe Is. 

Fr. Terr.of Afars/Isses 
Gabon Rep. 
Gambia 

Ghana 
Greenland 
Guinea 
Iceland 

Iraq 

Kenya 
Lesotho 
Libya 
Maderia Is. 
Malagasy Rep. 
Malawi 
Maldive Is. 
Mali Rep. 
Mauritania Rep. 
Mauritius 
Mozambique 
Nepal 

Niger 
Nigeria 
Persian Gulf 
Port, Guinea 
Reunion Is. 
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AREA A 
Destinations With No Direct Circuits 
UNROUTED 
RCA NOT 
DESTINATION IIT GLOBCOM TRT WUE = IDENTIFIED Tar. 
Rhodesia 677 
Rodriguez Is. 
Rvanda 18 
St. Helena 1 
Senegal 231 
Seychelles 97 
Somali Rep. 32 
Sp. No. African Foss. 1 
Sp. Sahara 4 
Srilanka 1 036 
Sudan 369 
Swaziland 147 
Syria 691 
Tanganyika 497 
Togolese Rep. 167 
Uganda 138 
Upper Voita ae 
Zambia 638 
Roumania 142 433 8 
Albania 
Bulgaria 
Estonia 49 140 
Latvia 
Lithuania 


Totals 142 32 331 = 148 1 32 622 


DESTINATION 


Margarita 

Bermuda 

Turks & Caicos Is. 
Virgin Is. 

Br. Honduras 
Falkland Is. 

Fr. Guinea 

Guyana 

Uruguay 


Totals 
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AREA B 
Destinations With No Direct Circuits 
UNROUTED 
RCA 
Iml . GLOBCOM $ IRT WUI TOTAL 
1 A 
1 519 
m4 
321 1 285 
746 ; 
6 
28 
L 597 
2 008 


322 4h 746 6 443 7 555 
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AREA C o4b 


Destinations With No Direct Circuits 
tons itn No virect Circuits 


UNROUTED 

RCA NOT 
DESTINATIONS <tr GLOBCOM cer WUI IDENTIFI: TOTAL 
Midway i 1 
Wake Is. 2 
Br. Samoa 35 18 
Samoa 391 
Canton Is. 3 
Chatham Is. 1 
Cook Is. 23 
Fiji Is. 467 
Gilbert & Ellice : 12 
Nauru 4. 
New Guinea 332 
Norfolk Is. 7 
Pitcairn Is. 4 
Solomon Is. 7 550 
Tonga 166 
New Caledonia 101 
New Hebrides 79 
Timor Is. 6 
Macao 16 
Tibet 2 
Khmer Rep. 220 
Laos 154 
Caroline Is. 121 
Marshall Is. 129 
Brunei 66 

ances a 


Totals 426 1 914 570 2 910 


DESTINATION 
Bangladesh 
Great Britain 
Ireland 
Finland 
Portugal 
Spain 
Sweden 
Switzerland 
Russia 
Algeria 
Egypt 

India 

Tran 

Israel 
Ivory Coast 
Jordan 
Lebanon 
Morocco 
Pakistan 
South Africa 
Tunesia 
Turkey 
Zaire 
Liberia 
Austria 
Belgium 
France 
Germany 
Holland 
Norway 
Czechoslovakia 
Denmark 
Greece 
Hungary 
Poland 
Yugoslavia 


Totals 


Attachment 5, Pag 


AREA A 


Routed messages for destinations with no direct circuits 


for the individual carriers involved. 


ROUTED 


e 1 of 2 


Te 


S42 


RCA 
LTT | GLOBCOM TRI 


121 


82 7 
74 10 


i aa0 1 924 


1 761 


106 
244 


4 734 


| 


AREA B 


= 


* Attachment 5 


».Page 2 of 2 


542 2 


Routed Messages for Destinations with no Direct Circuits 


DESTINATION 


Argentina 
Bahamas 
Barbados (BWI) 
Bolivia 

Chile 

Costa Rica 
Dominican Republic 
French Antilles 
Haiti 

Honduras 

Neth, Antilles 


Salvador 
Surinam 
Venezuela 


for the Individual Carriers Involved 


ROUTED 


RCA . 


ITT CLOBCOM TRI 


158 


62 
341 


81 
492 


98 


582 650 2 358 


AREA C 


WUIL 


258 


365 

76 
289 
212 


86 


103 


1 389 


4 979 


Routed Messages for Destinations with no Direct Circuits 


DESTINATION 


Australla 
Burm 
Fr. Polynesia 


New Zealand 

Singapore 

Taiwan (Rep. of China) 
Thailand 

Vietnam 


for the Individual Carriers Involved 


34 6 


95 


a 493 


529 


816 
231 
3 864 


5 256 


ROUTED 
RCA 

DESTINATION ITT GLOBCOM TRT WUL TOTAL 

Cyprus 55 28 1 56 140 
Gibraltar be 8 - 11 24 
Liechtenstein 2 13 - 8 pa 
Malta 71 27 4 44 146 
Afghanistan 20 46 3 25 94 
Arabia 1 014 878 34 723 2 649 
Azores 10 10 1 17 38 
Botgwana 4 4 - 4 12 
Brundi 4 2 - 1 7 
Cameroon Rep. 21 24 - 32 77 
Canary Is. 41 33 4 26 104 
Cape Verde Is. - 2 - 8 10 
Cent. African Rep. a 9 - 6 18 
Chad Rep. 5 10 ~ 19 34 
Congo Rep. 3 2 - 13 a 
Dahomey Rep. 9 ‘8 1 32 50 
Ethiopia 92 123 11 iis 341 
Fr. Terr. of Afars/Issas 15 6. - - 21 
Gabon Rep. 8 14 3 67 92 
Gambia 30 81 2 61 174 
Ghana 98 119 11 146 374 
Greenland 7 - - B 10 
Guinea 6 10 1 10 be 
Iceland 116 104 +] 62 291 
Iraq 242 349 13 186 790 
Kenya 183 327 9 181 700 
Lesotho - 2 - ~ 2 
Libya 300 222 18 282 822 
Maderia Is. 9 7 - - 16 
Malagasy Rep. 24 16 2 bs 3 3 53 
Malawi 14 13 4 7 38 
Mali Rep. 3 14 - 31 48 
Mauritania Rep. 4 20 - 20 44 
Maurituis 18 28 2 14 ' 62 
Mozambique 30 44 12 Ka 117 
Nepal 29 58 1 42 130 
Niger - 6 - 13 19 
Nigeria 464 567 10 592 1 633 
Persian Gulf 419 388 2s 346 1 178 
Port Guinea 76 102 10 98 286 
Reunion Is. 4 5 “ ~ 9 


Routed Messages for Destinations with no Direct 
Circuits by any U.S. Carrier 


AREA A 
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542 ¢ 
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AREA A 


= 


Routed Messages for Destinations with no Direct 
Circuits by any U.S. Carrier 


ROUTED. 

RCA 
DESTINATION ITT  GLOBCOM TRT Wr 2Ot«ssCTA, 
Rhodesia 25 33 ve: 28 88 
Rodriguez Is. = 1 o ~ z 
Rwanda - ——-. - 5 9 
Senegal 16 17 2 19 54 
Seychelles 1 5 2 1 9 
Somali Rep. 28 18 - 23 69 
Sp. No. African Poss. - - - 1 1 
Sp. Sahara 1 : ~ - ~ 1 
Srilanka’ 103 126 9 116 354 
Sudan 81 82 13 45 221 
Swaziland 3 3 - 7 13 
Syria 89 66 3 64 222 
Tanganyika 46 57 - 65 168 
Togolese Rep. 10 22 1 33 66 
Uganda 8 10 - 17 35 
Upper Volta 1 4 3 15 23 
Zambia 42 153 14 85 294 
Roumania 96 80 4 83 263 
Albania 
Bulgaria 
Estonia 25 s3 - 53 131 
Latvia 
Lithuania 


Totals 4 035 4 466 — 244 4 003 12 748 


AREA B 
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D 


Routed Messages for Destinations ad no Direct 


Circuits by any U.S. Carriers 


ROUTED 
RCA 
DESTINATION ITT GLOBCOM RT wuL TOTAL 
Margarita 1 1 
Bermuda 166 118 S7 184 525 
Turks & Caicos Is. ~ - 1 - 1 
Virgin Is. 489 90 58 154 791 
Br. Honduras 74 41 179 69 363 
Falkland Is. - 3 - - mM 
Fr. Guinea 6 San 1 be 21 
Guyana 164 99 48 152 463 
Uruguay 248 206 46 309 809 
Totals 1 147 567 390 873 2 977 
AREA C 
Routed Messages for Destinaticns with no Direct 
Circuits by any U.S. Carrier 
ROUTED 5 
RCA - 
DESTINATION ITT GLOBCOM RT wuL TOTAL 
Midway - - ~ 3 3 
Br. Samoa 13 24 - 2 39 
Samoa 46 66 3 32 147 
Chatham Is. mi 1 - ~ 1 
Cook Is. 3 > ~ ~ 3 
Wiit is. 38 87 1 38 164 
Gilbert & Ellice 1 ” — 1 2 
Nauru - 3 - - S 
New Guinea 29 18 uf 22 70 
Norfolk Is. 2 ~ - ~ 2 
Pitcairn Is. ~ ~ ~ 6 6 
Solomon Is. 2 4 - 4 9 
Tonga 4 10 - 2 16 
New Caledonia 60 34 2 16 112 
New Hebrides 7 9 ” 2 18 
Timor Is. 1 2 1 - & 
Macao ~ 2 - - 2 
Khmer Rep. 14 78 5 32 129 
Laos 7 14 - 7 28 
Caroline Is. 12 8 ~ 3 23 
Marshall Is. 8 7 - 4 19 
Brunei 29 22 3 8 62 
Totals 2i5 38° 16 182 862 


Messages Tolls 
AREA A ( 69 037) ( 414 573) 
AREA B 11 320 52 425 
AREA C ( 68 301) (_ 403 &73) 
ALL (126 018) ( 766 021) 
*ANNUALIZED (506 006) (3 075 864) 


*ANNUALIZED AT 52.2 WEEKS. 
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GAIN OR (LOSS) TO RCA GLOBCOM BASED ON 


13 WEEK WUD STUDY 
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San Fran, 


Treland 31 
United Kingdom 733 
Subarea Total 


Cyprus 

Finland 

Gibraltar 

Licchtenstein 

Malta 

Portugal 

U.S.S,8. 

Spatn 

Sweden 

Switzerland 

Vatican City 
Sub:.rea Total 

Afghanistan 

Algeria 

Arabia 

Azores 

Bahrelin 

Bangladesh 

Rotsvana 

Burundt 

Cateroon 

Canary Is. 

Cape Verde 

Cent. African Rep. 

Ceylon (Srilanka Pep.) 

Chad 

Comores 

Congo-Braz (Congo Rep.) 

Congo-Kins (Zaire) 

Dahomey 

Ethtopta, 

Eq. Culnes 

Faroe Is, 

Afar - Issas 

Gabon 

Cambia 

Ghana 

Greenland 

Guinea 

Iceland 

India 

Tran 

Iraq 

Israel 


Saudi 


December 1974 


MESSACES FILED DIRECILY WITI_RCA GIOBCOM SIM 


GATEWAY CLIY_ OF ORIGIN AND COUNTRY OF DF. 


ee ye 5975 
Now York San Fran, Wn. 


fotal 


Wn, D.C. 


302 
535 
837 


179 20 
286 644 
465 
156 123 
164 
21 
8 
118 
547 
547 
617 
594 


SEPARATFLY BY 


New 


York 


183 
715 
898 


105 
131 
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__February 1975 


San Fran, 


4 
554 
568 


6 
45 


ree) 
ee ee el] 


we & 
on 
oo 


~ 
wa @ 


Wn, D.C, 


4 
194 
198 


18 
12 
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MESSAGES FILED DIRECTLY WITH RCA GLOBOO:! SHOWN SEPARATELY BY 


CATEWAY CLIY OF ORIGIN AND COUNTRY OF DESTINATION 


ARFA A (coe  Pecesees 3976 i  Jemgaey 190 February 1975 


New York San Fran, Wn, D.C, Total New York San Fran, Wn. D.C, Total New Yo San Fran, Wn, D.C, Total 
Ivory Coast 13 65 “42 234 
Jordan 7 41 : 30 206 
Kenya 59 94 66 663 
Kuwatt : $7 35 29 $62 
Lebanon 93 207 
Lesotho 21 23 
Libya uN . 628 
Maderia Is. 1 49 
Malagasy 39 
Malawat 18 
Malt 59 
Maritanta 16 
Mauritius 45 
Morocco 12 
Mozambique - 
Muscat - Oman V7 
Nepal 50 
Niger 27 
Nigeria 
Pakistan 
Portuguese Cuinea 
Qatar 
Reunton Is. 
Riudesta, South 
Rwanda 
St. Helena 
Senegal 
Seychelles 
Stecre Leone 
Somalia 
So. Africa 
So. W. Africa 
Sp. ‘erocco 
Sp. Sahara 
Sudan (The) 
Swaziland 
Syria 
Tanzanie 
Togo Rep. 
Trucial St. 
Tunesta 
Turkeu 
Uganda 
United Arab Rep. 
Upper Volta 
Yemen 
Yomen So, 
Zaubtla 

Subarea Total 


nN 
WwWarunsDrew are 


woe 


OoOnweos 


i 
@ 
(Oe wnos & 


~ 
(omeeees 

~ 

- a 


~ 


~ w 
meme Oey et Dt ee 


AREA _A (continued) 


York 


Liberia 
Austria 
Belgium 
France 
Germany 
Cermany - East 
Subarea Total 
Netherlands 
Italy 
Norway 
Czechoslovakia 
De mmnark 
Greece 
Mungary 
Poland 
Ruumania 
Yogoslavia 
Albanta 
Bulgaria 
Estonia 
Latvia 
Lithuanta 
Luxembourg 


Subarea Total 
Area A Total 


December 1974 es : ! January | 


“$an Fran, 
11 


40 


MESSAGES FILED DIRECTLY WELT RCA GLOBCO} 


CATEWAY CLTY_OF ORIGIN AND_OOUNTRY_OF _OFST 


Wn, D.C, Total ficw York San Fran. 


143 7 590 13 
21 372 M% 


76 


121 
185 
54 761 


at 
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New York 
586 13 


330 


Attachment 


at t 9, Page 4 of 7 


$ FULD DLMECILY WLM RCA CluncuM Situ ¢ 


CATEWAY CITY OF ORIGIN ALD COUNTRY OF DESTINATION 


aber 1974 Q January 1975 : February 1975 


San Fran, Wn, 0,.C, ‘ ‘ \ bun Fran, Wn. 6, ) York Sen Tran, Wn. 


46 ) yt 


guille } 5 
Antipua ] 1 


2 
2 


Barbados 


~ 
~ 


Bermuda 


2 


Carriacou - 

Cayman Is. 4 17 

Dominica 

Crenade 

Montserrat 

Nevis 

St. Christopher 

St. Lucia 

St. Vincent 

Tobago 

Tortolse 

Trinidad 

Turks Is. 

Virgin Ils, « Gorce 

Virgin Is. + British 
Subareca focal 


~ 


ee ee ee ee ee 


ns 


‘Ont wwe we 


Cuba 


tumtuican Republic 
Hattt 
Substrea Totel 


Jamaica 
Puerto Rico 


Curacao 
Cuadeloupe 
Martinique 

St, Croix 

St. John 

St, Marteen 

St, Thomas 

Subarea Total 


Belize 


New York 


Canal Zone 54 
Costa Rice 600 
Guatemala 648 
Honduras : 634 
Nicuragua 

Panama 

Salvador 

Subarea Total 


Colombia 


Ecuador 
Venezucla ‘ 
Subarea Total 


Argentina 

Eclivia 

Prazil 

Chile 

Falkland Is, 

Fr. Cuiana 

Guyana 

Paraguay 

Peru 

Surinaga 

Uruguay 
Subarea Total 
Area B Total 


San Fran. 


25 
165 
185 
vw.1 
159 
86 
104 
865 


December 1974 


MESSAGES FILED DIRECTLY WLU RCA GLOBUON SHOWN SEPARATELY BY 


CATEMAY CLL OF ORIGIN AND_COUNTRY OF_DFSTLNATION 


Wn. D.C, 


4 
Il 
37 
26 
32 
14 
ll 

135 


38 


Total 


New York San Fran. 


January 1975 


Wo. 0:6) Total 


63 12 
655 123 
677 140 
711 99 

156 
64 
86 

680 


172 
144 


181 
325 


3 78 
22 800 
31 848 
30 840 
16 775 
14 753 
18 661 

134 755 
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February 1975 


New York 


51 
567 
587 
635 
484 
591 
471 
386 


San Fran, ln. D.C, 


15 6 
138 16 
138 37 

85 17 
128 13 

54 19 
108 13 
666 121 
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MESSAGES FILED DIRECTLY WLIM RCA CLOBOD: SHOWN SEVARATELY BY 


CATEMAY CITY OR ORIGIN AND COUNTRY OF DESTINATION 


AREA C_ December 1974 _ January 1975 


a ale February 1975 
San Fran, Wn._0.C. Total New York San Fran. Wn. D.C, 


New York San Fran, Wn. D.C, Total New York 


Wawait 253 
Gua 

Midway 

Samoa British 

Samoa Island 


Cook Is. 
Fiji Is. 
Gilbert & Ellice 
Nauru Is. 
Norfolk Is. 
Papua 
Pitcairn 
Solormn Is. 
Tonga Is. 
Subarea Total 


French Polynesila 

New Caledonta 

New Hebrides 

Portugese Timor 
Subarea Total 


Hongkong 


China 
Macao 
Mongolia 
Subarea Total 


Burma 
Indonesia 
Formosa 


Cambodia 

Laos 

Vient Nam-North 

Vient Naw-South 
Subarea Total 


Caroline Is. 
Japan ss 
Mariana 
Marshall 
Subarea Total 


Attachment 9, Page 7 of 7 
S FILED DIRECILY WIIM RCA GLOBOGM SHOWN SEPARATELY BY 


GATEWAY CITY OF ORIGIN AND COUNTRY OF DESTINATION 


‘REA C ‘continued) _ iE oo Becomber 1976 : January 1975 


San Tran, Wn. D.C. stal «= New York = San Fran. Wn. 0,C._ 


Korea 2 036 541 94 
Brunet 
Christras Is. 
Cocos-Keel 
Malaysia 
Singapore 

Subarea Total 


33 


1 038 1 426 
1 336 2 135 
2 407 3 606 


1 070 
1 660 
2 752 
Philippine Is. 


1 679 2 626 


2 236 
Thatland 45 


1 402 2 008 1 743 


AREA C TOTAL : 8 466 23 433 33 193 ‘ 6 903 28 140 


ALL AREA TOTAL : 16 $43 104 016 127 292 14 216 107 947 


Public Offices 
Ticlines 
Telephone 

1) Total 


Public Offices 
Tielines 
Telephone 

1). Yotal 


Public Offices 
Tielines 
Telephone 

1) Total 


Public Offices 
Tielines 
Telephone 

1) Dotal 


DIRECT FILE MESSAGES BY 
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ORIGIN AND SOURCE 


OF ENTRY INTO THE RCA GLOBCOM SYSTEM 


December 1974 


_New York San Fran. Wn. D.C. Total 
No. ‘% No. yA No. % No. vA 
25: 750 Ps 168 RE Si aee 54 29 230 23 
64 891 63 14 148 84 2 085 34 81 124 64 
12 360 12 alle af 15 736 12 £5623 is 
103 OO1 100 16 843 100 6 133 100 425 (977 100 
January 1975 
New York _ San Fran. Wn. D.C. Total 
No. yA No. yA No. ys No. vy, 
28 084 27 170 1 3 689 59 31 943 25 
64 490 62 14 471 85 1 938 31 80 899 64 
1I 442 peas 2 363 14 625 10 14 450 pee 
104 016 100 17 024 100 & 252... 100 127 292 100 
Snes February 1975 
New York San Fran. Wn, D,C, Total 
No. vA No. % No. he No. % 
22 829 26 142 1 3 615 61 26 586 25 
54 439 62 12 084 85 1 837 31 68 360 63 
10. 537 12 1 990 14 474 8 13 O01 iz 
87 805 100 14 216 100 5 926 100 107 947 100 
December - January Total 
New York ‘ San Eran. Wn. D.C. Total 
No. vA No. yt No. yA No. % 
76 663 26 480 1 10 616 58 87 759 24 
183 820 62 40 703 85 5 860 32 230 383 64 
34 339 12 6 900 14 2 Bao 10 43 074 12 


294 822. 100 48 083 100 18 311 100 361 216 «=—1L00 


1) The totals are actual direct file messages (pickups) as reported to the 
International Quota Bureau. The breakdown as to source of entry into RCA 

Glébcom's system is hased on percentages derived from monthly load log 
reports. 
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Attachment 12 


AFFIDAVIT OF ROBERT J. ANGLISS 


STATE OF NEW YORK ) 
) ss.: 
COUNTY OF NEW YORK ) 


Robert J. baat na: being duly sworn, upon oath deposes 
and states as follows: 

I am Executive Vice President, Services, of RCA Global 
Communications, Inc. (RCA Globcom). As such I have responsibility 
for the marketing and sales of RCA Globcom's international telex 
and telegram services. I am familiar with the statements of fact 


set forth in that part of the foregoing "Supplemental Comments" 


dealing with the draft proposal of the Office of Telecommunications, 


U.S. Department of Commerce. To the best of my knowledge they are 


true and correct. 


1975. 

ie . 

WY 
ie 2. et, L, Ka 
Ror ary Public 
: Ae ce 
a auY PUBLIC, ST 

My Comnission expires: Shue YORK 


Qualified In Richmond Count 
Commission Expiies tarch 30, 157/, 


& 


oY 


Perheore th; a 
VERO GOR UICNIONS COM MI SSlon 
Wasimraron, 1. CG. 20854 


In the Macler of 560 


} 
ma 


vio hg tonal Record Catritrs’ Scop. 
£ Operations in the Continental 
United Sines, Including Possible 
Ro visions to the Vorrula Prescribed 
Under Section 222 of the Communications 


Act 


Docket No. 194669 
RiM-690 


SUPPLEMENTAL COMMENTS 
OF ITY WORT.D COMMUNICATIONS INC. 


ee a a a ee 


Ill World Communications Inc. (ITT Worldco:n) hereby 
submits its supplemental comments (pursuant to the 2uthorization 
of the Commission's Memorundum Opinion and Order, FCC 75-617, 
(Order), released June 6, 1975, in the above captioned 
proceeding) addressed to the impact or cHlect upon the issues 
designated in this proceeding of the study of outbound internat- 

‘ 
ional message traific conducted by The Wesiecrn Union Telegraph 
Company (Western Union). 
In its Cornments, Responsive Comments and Reply 
1/ 
Comments in this procceding, 1TT Worldcom has already shown 
from a qualitative stundpoint that the 30- plus year old Internaiton- 


al Tormula with its quotas ited to 1942 (or earlicr) murket shares 
} 


is sorely outduied and has for many years produced increasirgly 


lf Wuated July 8, August 16, and Septeraber 3, 1974 respoctively 


Bet 
arbitrary and ineguiteh! +» distributions of unrouted couthount 
message telegraph trafiic:. ‘phat Vormula obviously docs not 
Serve the public interest end must be revised, Specifically, 

I'’'T Worldcom showed that the coneents in the soresent Formule of 
(1). fixed quoias tying both routed and unrouted traflie to 1442 
(or earlicr) market share; (2) accumuletion and continued 
application of “overages” and édedintevatianss (3) Schedule B, 
Which is nothing more than a private inerket-sharing agrecment; 
and (4) the designation of certiuin Western Union offices in gateway 
cities as offices of Western Union International, Inc. (WUI) 
are al) scriously in conflict with the public interest and the 
forrnula inancdates of Section 222 of the Communications Act 

and must he excised from the Formula. ITT Worldcom further 
urged that the revised Jormuia be based on the simple, and 
clearly equitable principle that unrouted traffic be distributed 
in proportion to the traffic specifically routed to a given carrier 
via its authorized direct circuits to a particular point. 

While such a qualitative analysis establishes the unlaw- 
fulness of the existing Formula beyond reasonable doubt, the 
quantitative results from the Western Union traffic study éo 
provide dramatic illustration of the unjust, unreasonable and 


grossly inequitaunle results perpetuated by that Formula. 


fin 


The Western Union sindy analyzed all traffic 


and 


ensferred to the U.S. international record carriers Curing 
the thirteen week period beginning Sunday, December 1, 1974 
and ending Saturday, March 1, 1975. ‘The results of the 
Western Union study were reported scparately for cach of the 
thirteen weeks of the siucy. In order to meke that data more 


readily usable tor analysis and interpretation, the International 


Quota sone (I.Q.B.), on behalf of the participating internat- 
ional record carriers (IRC's), undertook to co:npile os sumninarize 
the thirteen weekly reports into a single revort covering the 
three month (13 weck ms period. These IOB data were then pre 

€ 
ranged by ITT Worldcoin so as to show, by carrier, a breakdown 
between routed and unrouted Western Union transfers for each 
destination (using IQR "Arca" and “Subarea" classifications) 
and as between gateway and hinterland origins. A tabulation: 


of this analysis is shown in ‘lables I (routed traffic) and II 


itt egy 


(uigouted traffic) atttedlad bewe oo. While the dute in thoay 
Jultes is hwqely salleexplinatory, a fow exuspies Lom 
these Tubies will be highlighted hereafter for illustrative 
purposes, 

Considering [irsi the overall perspective (coinbined 
origins and total destinations), of the 687,563 unrouicd 
messages transferred to the LROs by Western Union duiing 
the test period, 11.4 percent went to ITT Worldcom, 43.4 
percent to RCA Global Co:maunications, Inc. (RCA Globcom), 
37.9 percent to WUI, 1.4 percent to TRT Telecosnamunicatioans 
Corporation (TRI), und 0.9 percent to United States - Liberia 
Radio Corporation and Fiench Telegraph Cable Company 


combined (hereafter "Other"). Correspondingly, for the 


2/ The level of destination analysis in Tables 1 & Il is 
limited to Area and Overall totals, While these data are 
developed from an analysis of individual Sub2raas—-those 
"work papers" will be availuble to the Comuaission or any 
party upon request therefor -- itis felt that Inclusion in 
the Lables of the large volume of data from the Subirca 
analysis would Jikely add more “clutter” then clarity as 
respects the issues of this procecding. 


“7 


/ 


iiofe Leotard aeedne 7 BT haere et bbe Lactsacilesene et, bye Wont 
Uso to the Macias, 34.4% prvcend we io I’! Wor.deor, 
’ ° et . aS * a ’ » . 

3] © / pores gl Ls RS oN Glob Onn, 20.8 prcrese ne. tO WHUI, 


5.3 pmeent to TRL, and 0.3 percent iv viher. Mlustretes 


f 


in tabular for: the comperison woud be; 


Carrier Unrvuted ransters | nowod Transicrs 
Messeges ;Percent of 
Total 


a ee ee ne 


hjessayes 


ITL Worldcoin : 73,507 11.44, 69,328 34.27 


WUI 260,538 37.9% 57,676 | 28.5% 
TRI 9,774 1.4% 10,740 5.3% 
Other __ 6,340 0.9% 532 


Total: 637,568 202,455 


These comparisons Preseni a graphic picture of the unjustness 
and ineguity produced by the present formula distribution. A 


carrier which has gained a “vote of confidence” from thos: 


3/7 Exeluded from the routed traffic total are €,098 messages 
filed in Western Union gateway city offices which are presumed 
by the Formula to be st ‘ically routed via WUT. Tor purpose 
of this amwdy is, these messages can be roughly analodizcd ¢t 
gateway “pickups” of the other TRC's and which, by definition, 
are not incluced in the Western Union “transfers”. 
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| users nednd = deliperats choices ef camicr, Giedicr thon thet 


of any olher caurricr, is “rewarded" by this Tor:nula with 


slightly more than 10 porceni of the trefiie not specilicall; 


routee by the sender, while ihe Gihos two mejor international 


record carriers reeeive upprosimetely $0 ind 40 percent, 


lit respectively, of that traslic. 


4/ 
On an Area basis the comparisons are equally strixing. 
4a/ 


Considering first Area A, the 492,359 messeyes in the study 
Y & 


xeriod were broken down between routed and unrouted traffic 
j 


eee et nt te 


4/ Note should be mario at thin point of a judginental alloca- 
tion respecting the distribution Letween carriers of part of ihe 
“unrouted traffic pool ai the Area and subarea level, which was 
required due to a minor infirmity in lho Western Union study. 
For the so-called "exclusiva" unroutrd traffic ane , all 
© unroutea es to a particular point ae given toa single 
carrier) which comprises about two-thirds of the unrouted 
traffic pool, distribution is handled haa Western Union's 
central messaqe proesssinug computer et Middictown, Virginia, 
and this traffic is broken down to the sarse detail in the study 
as is the “prerouied" trafiic. Tor ihe remaining “non-exclusive” 
unrouted traffic, however, Wesiern Union's computer only 
recoynizes the origin and ioe stination, not the carrier via which 
the traffic is ultimately routed. Western Union also provided 
the resulls of @ manual study performed at the Minneapolis 
quota center (here the unrouled “non-cxclusives" aie "routed * 
to spocific carriers) over tha same period, wiiich doss provide 
@ breakdown botween caiicws by suktrea. Using the percentage 
disthibutions beiween carriers from the Minnepolis study and 
the “non-exclusive” origit/destinution siatistics froin the 
computer study, we have enived at distribution of these data 
i camparable to that of the routed and "exclusive" unrouted traffic. 
4af Area A comprises, generally, the Atlantic area, 


dha by canior as. follows: 


Uitouted Tansices 


hRjesseyjes 


Percent of 


ligt i Worldcom 9. 1% 


RCA Globcom 47.2%. 


WUI 174,778 43.3% 


TRI 


Other 0.4% 


1,459 


Total: 403,488 


Ah / 


Tor Arca BP, tha comparisons are: 


Carricr Unrouted Transfers 


Messages | Percent of 


ITT Worlkticom 3.6, 309 24.5% 


RCA Globcom 16,543 VS 29S 


WuI 85,466 97.7% 


TKT 6. 


vy 
/2 


Other 


‘Yota): 148, 086 


Alf Area B comprises, generally, the 


one) Saat Mae 
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Rowiod "Petts ae 
MCSEQG0S f2Crscr ul 
votal 


7.277 3) 2; 
27,683 32 gee 


26,031 


7.993 


85,714 


ne ee we +. 


23,867 
13,890 
1967) 

7538 
28 


63,134 


Latin American erea. 


> s Sake . Woe. ar : Cae ae oe Keele 
EWES BU Geb cur Gre) Mean coi pita eae hs eer bree tiece 


Carrier Tanvouted Vrame fors | Horie breaniors 
MESSAGES {Pret ol Messecnes; Pore-snt oF 
Total | Pots! 
My Worlacom 


2,747 Lae 


ROA Clobcoin ! 125,066 G2007 22,600 
WU 300 0.2% 74 
TRE ——o cde 
Other py BSN 3.62 

Total: tao 804 53,607 

Thus, whether viewed from a world-wide perspective or 
upon a.gecographical Area basis, the conclusion to be drawn 
from these data is obvious. ‘Vhs distribution of unrouted out- 
bound messuce traffic tu the intei:nntional record carriors 
any imaginallo standard which inignt be established foraccomplish- 
ing 4 just,-rcasonal)le and cGulicile distribution of such traffic. 
A distribution of unrouted traffic sroportionate to customer- 
routcd traffic as propused by ITT Worldcom, or even én equal cistri- 
bution amony all carriers serving a given siesta @= proposed 
by TRU would obviously produce sharoly different results from 
the existing distribulion. Hai @von from a cancertuel coint of viow, 


it would be impossible for any Vorinula to salisfy the manidaic of 


+ eee 


4c 


Arca © comprises, gqenzraily, the Pacifie area, 


ae 568° 


eacetion 222 thet cucha fuonsula be juct, Foas ante eat ae © 
and in the public inluiest" and Lo also "fit" the highly skewed 


distribution of unrouicd walfic produced by the present Porn 


PE Sea Se I Te Seer ne J 


HUTTON PURSUANT 


dey ie Tio Ue ANT 
TOUT WOK DG IGOR PROFOSAL 

As heretofore stated, [UT Worldcom has urged that the 
Yormula should be revised so as to distribute unrouted 
traffic in proportion to the routed traffic reczived by a 

3/ 
carricr for routings via authorized direct circuits. 

In order to quantify the effect, in terins of changed 
traffic distribution, of this rropos ed revision as comparad 
with the existing rermula, trro additi onal scts of du 
have been included in the herctofore refercneed Tables | 
& Il. first, in Table I, respecting routed traffic, a 
sccond set of data has been added to reflect an udjustment 
lo the Western Union statistics so as to exclude trafiic moving 
via indirect routin gs Tnese data are headed "Routed 


Transfers ~- Indirect Routings Uxcluded". 


Sf The neeessiiy for excluding treffic via indirect routings 
Was cxplained at pp. 14-35 of Tit Worldcom's Response 
filed August 16, 1974, 


cal (ep ba eee 
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Heving udjusted Ui Westen Onion dit io climinate 
indirect roulings fiorn the rouled taific statistics, the 
percentage disuibulion, by carrier and subarea, so 
detonmined were then epplied to Une unrouted traffic poe! on 
a cowpitrable basis, This analysis yields a new unouted 
distribution in accordance with I’f Worldcom's proposed 
revisions, i.c., distributed in proportion to routed traffic 
via authorized direct rovtinus. ‘This distribution is shown 
in Table U under the heading “Unrouted Transfers - Proposed 

sa/ | 

Distribution". 

A comparison from Table If of the existing eee 
tralfie with the distribution as proposed by ITT Worldcom 
is shown for combined U. S. origins, in tie last column 

: 

on Table ll, headed "Net Change - Number of Messayes 
Transferred". As is apparent from the "Net Change" data, 
| Formula revision as proposed would result in some rclaiive- 
ly significant shifts of unroutcd traffic between carriers. 
This should nt be surprising in view of the long overdue 
need for revision of the existing Formula. This factor 


should be recognized ly the Commission in dealing with any 


ee ee ee ey ee 


Saf ‘This redistribution of unrouted traffic is actually computed 
at the subarea Jevel, with the sul.arca messaga cistributions 
sunuued to yicld Arca distributions, The percentages shown in 
the Teble are compuicd on the basis of the Areca message totals, 
Therefore som: slight differences may exist between the per- 


centages shown in Tables I & IW for Ur: adjusted routed distribu- 
tion and the resultant unrouted distribution, 


aa 


~ 


-j)]- 


arguinenis seching modification of the plainly required 
revisions to the Tormula so as to reduce the magnilude 
of the changed traffic Cisiribution resulliny from such a 


revised FormuJu. 


In its previous comments in this proceeding ITT 
Worldcom has ‘koseaeamanuaneeed¢ , beyond reasonalle 
doubt that the existing Formula is now and has for a 
number of years been unjust, unreésonable, inequitable 
and not in the public interest. The data from the Western 
Union traffic study have now dramatically illustrated the 
correctness of that qualitative analysis. ITT Worldcom 
therefore requests that the Commission now déclare the 
existing Formula to be unlawful and prescribe a new 
Formula which would allocate unrouteéd traffic in proportion 
to routed traffic received by a kas for transmission over 


its authorized direct circuits. 


-)]2- 


; Of Counsel: 


John F. Gibbons, Usq. 


Dated: August], 1975 


_67 Broad Street 
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Respoctiully submitted, 


Lit World Co:nnunications, Jin. 
‘ 
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Iloward A. White 
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j Jolin A. Ligon 


Its Attorncys 


New York, New York 10004 


OUTBOUND INTERNATIONAL MESSAGE TRAFFIC TRANSFERRED TO INTERNATIONAL RECORD CARRIERS - ROUTED TRATFIC 


TRANSFE 
TROUTINGS EX 
ALL ORIGINS : HINTERLAND 


casas 168 MESé - Micswes Missaats (is MESS A - Mle Cs : 
Ti WORLDCOM ace 15385 : 327277 31.8 397 4.9° q 32.3 
23867 37.8 ; , 6 36.9 
18184 ge : 35.6 
69323 : $34 4562 é. 33; 5,2 
27683 : ; ; ‘, 12.3 
13890 : 23. 
22606 : 44.6 $4, 
64179 ; 


28031 
17571 
12074 
$7676 


2273 


84153 

61338 

$1199 

181760 202455 176365 196591 


NOTES; * Routed figures exclude WUI messages picked up by WUT in the gateways. 
#e S.cludes all messages to countries where Carricr must forsvard indirectly. 


Source for all data: Traffic study conducted by The Western Union Telegrapn Company for perial - Mesemcer 1, 1974 to March 1, 197%. 
(marine traftic excluded) 


UTBOUND INTERNATIONAL MESSAGE TRAFFIC TRANSFERRED TO INTERNATIONAL RECORD CARRIERS - UNROUTED TRAFFIC 


TRANSFERS UNROUTED . NET CHANCE 
DISTR Tl NUMBERS OF MESSAGES 


RCA Globcom 


IB U 
HINTERLA ND s1NS 3 Nv! N 7 é Fit TePANSTE2FIO 


100.0 
100.0 
100.0 
499.0 


290611 


182582 
72199 
259 
225040 


” 


8489 


8489 


1081 
4458 
$$39 


350109 
126174 
122115 
$98398 


100.0 
100.0 
190.0 
100.0 


190750 

16543 
125066 
332359 


174778 
85460 
300 
260538 


9774 


9774 


1459 
4881 
6340 


403488 
146086 
135994 
687568 


100. 
100. 
100. 


100.0 


SESSAGES 2 aqeS5. a | MESSAGES 


9906 
084 
3969 


21953 


$3373 
21912 
13879 
89170 


22.1 
11.6 
40.2 
43.3 


$2.9 
48.6 
29.5 
47.6 


100.0 
100.0 
100.0 
100.0 


115365 
26775 
$4952 

197092 


110078 
36649 
21922 

169249 


2184 
13102 
210 
15496 


350109 
126174 
122115 
$96396 


100.0 
100.0 
100.9 
100.0 


127157 
29307 
60531 

214995 


139982 
4£657 
20021 

211660 


4993 
14390 
443 
19626 


403488 
147086 
135994 
667568 


#150714 


(63593) 
* 1274 
( 64535) 
(ite3ed) 


(35790) 
(38393) 
* 28721 
(48878) 


4993 
4616 
443 
10052 


353 
(4881) 
(4528) 


Unrouted =non-exciusive™ was allocated between carriers on basis of the manual distribution performed at Minneapolis Quota Center. 
“Area” percentages may not exactly correspond with comparable bese distribution percentages from TABLE I due to actual analysis 
being performed at Subarea level. 


Traffic Study Conducted by The Western Unton Telegraph Company for Period December |, 1974 to & 
(marine traffic exciuded 


ch i, 1975. 


Source for all data: 


574 


ae te ee epee ke i 
] . en Ti + wer a wen ee .* a a) Fae @s 1, - re * serena? } ti 
1, Joanae Ff. Lucey, neveby cortify that aon this Ist cease of August, 1975, 
+ a. ia , ys ‘ ‘ r . . ‘ Sey . * . ae nd 4 ‘ ® ? ; ;* e 4 
Pimailed a copy of the joeguing “Supplomenial Comments” py United Staios 


, postayo imopaid, to the tollowing porsons: 


Mr. Walter R. Yinchinen 

Chief, Cammon Curiier Burceau 
Vederal Communications Comnussion 
Sif) M St. RW. 

Washington, 1.C. 20554 


Carl J. Cancolesi, isd. 

RCA Glohal Communications, Inc. 
60 Broad Street 

New York, New Yor: 10004 


Roger P. Newell, Esq. 

Western Union International, Inc. 

One W.U.1. Plaza 

New York, New York 106004 

Mr. 1. Re. Nioman 

[RT Telecoimmunications Corp. 

' 1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


Mr. John Munroe 
International Quota Bureau 
26 brosadwuy 

New York, New York 10004 


Mr. J. A. Berengor 

The French Telegraph Cable Company 
29 broad St. 

New York, New York 10004 


A - 


OVO 


Nite. 4.) Swag: 

Canadian Pacific Railway Co. 
Suite $18 - Place du Canada 
Montreal 3, Quebce 

Canacia 


Mr ds My baton 
Canacian National Railway Company 
15] lront Street West - Room 512 


reronto 1, Onterio 
Canada 


Laurence Singer, Fsq. 
Western Union Telegraph Co. 
1820 Lst., Now. 
Woeshington, O.C. 20036 


Willian D. English, Esq. 

Vice President and General Counsel 
Comsat Ceneral Corporation 
950 L'Enfant Plaza S.W. 
Washington, D.C. 
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Berore <n 
EDLIGS COstLUNG CA TONS (COMMESSION 
Wasningrton, D.C. 20554 


md 


In the Matter ox 


Docrct No. 19600 
RM-690 


International Record Carriers’ Scope 

of Operations in the Continental United 
States, Including Possible Revisions to 
the formula Prescribecé under Section 222 
of the Communications Act. 


fo: The Commission 


} 
SUPPLEMENTAL COMMENTS OF 


WESTERN UNION INTERNATIONAL, INC. 

Western Union International, inc. (WUI) hereby 
ubmits its supplemental comments in response to the Con- 
mission's Memorandum Opinion and Orcer released June 6, 
1975 herein. 

From the comments filed in this case to date, and 
an examination of the study pee teense by The Western Union 
Telegraph Company (WUTelCo) on outbound transfer traffic, a 
few salient facts emerge. Among these facts are that the 
proposuis of ITT World Communications Inc. (ITT) and TRT 
Teiecommunications Corp. (TRI) (that unzrouted trafftic to 
each Gestination be cistributed in the same prepertion as 
routed traffic) is not és simple as it would appear on 
first. glance. It is not equitable, and in fact is 4s 


arbitrary as any other method yet devised for distributing 


unrouted truific. Analysis of the study ané of the opcrat- 


rh 


ing results of the International Formula show that the 
Formula is performing its function well, is not inequitable, 
and it Coes not have eny deleterious effect on the public 


wnatsoever. 


“UI Prososals for Formula Revisions 
As WUI has pointed out in previous comments, it 
Goes not believe that any revision to the Formula is 
necessary. The industry has provided excellent service 
to the public for many years under the Formula, and can 
continue to do so for many more years. There are other 
pressing regulatory matters of higher ;riority and 


greatcr public interest which interact with the Formula 
issues. Depending upon the manner of resolution of the 
newly announced expanded gateway proceedings, the signi- 
ficance of any Formula revisions could pale. There is 
keen competition for international message traffic, and 
it is not inhibited by the Formula. Nevertheless, WUI 
zecognizes that certain features of the Formula were 
Gesigned in the light of circumstances that may have 
evolved since acoption. Conseguently, WUI presents 
herewith three alternative proposals for action leading 


to a streamlining of the operation of the Formula. wWwuI 


believes that adoption of any one of these proposals will 


be o£ more benetat co the public and the industry than 

the ill-considered ITT/TRT proposal. Tuese proposals arc 
submitted in response to the Commission's Order and do not 
constitute any waiver of WUi's previously asserted 
statutory hearing rights. 


578 
iG 

| 

| 


Proposal: NO. lL 


are ae he LT LS, 


WUl £ixmly believes tae ene carriers themselves 
coulda ainieably work out amendments to the Formula which 
would be acceptable to ail carriers. The mechanism for the 
resolution of any inter-carrier conflicts already exists 
in the International Formula Committee (IFC). The iFc 
was set up pursuant to the provision of Article XI of the 


Formula, which provides inter alia that 
¢ 

"In the event there is disagreement 

among the members of the Committee 

with respect to any feature of the : 
distribution of traffic under tne 

formula, the disagreement shall be 

submitted to the interested carriers, 

including the Merged Company." 


The proposals of Tet, LRT, Wot and any other - 
carriers caring to submit proposals coule ke discussec 
in the IFC, and amenéments to the Formuia adopted, for 
ultimate approval by the Commission. However, a princi-~ 
pal reason why the IFC has not been used to resolve 
differences between carriers as to Formula revision is 


that there is an imbalance of voting power within the 


Conmmittce. This is Cue to the tact that IT? casts: tour 
votes in the Committec, Gerived from All-America Cables 
unc Radio, Mackay Marine eee Commercial Pacific Cable - 
Company ana Globe Wireless Incorporatecé. RCA Global Com- 
munications, inc. (RCA) casts two votes, its own and that 
of Radiomarine Corporation of America. A}l other carriers 
have one vote each. Since ITT and RCA have such a dispro- 
portionace weight in the IFC, other carriers have been 
reluctant: to submit disputes to this Committee for reso- 
lution. WUI therefore recommends that the Formula be 
amenced by the Commission to provide that each carrier 

now operating as a2 unit be accorded only one vote in 

the International Formula Committee. Thereupon, the 
entire question of substantive Formula revision can be 
brought up promptly for resolution and recommendation 

to the FCC of possible changes acceptable to all 
concerned. An active participation by the Commission's 
staff in the IFC would be welcomed, and would materially 


asSist the carriers’ efforts to reach a consensus. 
Pronosal No. 2 
Over the term of the operation of the Formula, 
the proportionate distribution of unrouted traffic to 
most areas of the world hes become relatively static. 


Some sub-areas have been Gistributed in the same manner 


ang formulation of instzuctions have thus served to 
govern the distribution of only a small percentage of 
traffic. Consequently they cen be eliminated with only 
a small Less of flexibility. Te simplify and streamline 
the operation of tne Formula, WUI proposes the following: 
All unrouted transfer traffie will 
be Gistributeé to the international 
carriers in the same ratio as the ais- 
tribution of unroutec trearftic that was 
‘mace during the period of the WUTeiCo 
‘ stucy of outbcunc international traffic 
(December 1974 - February 1975). Routed 
and self-originated traffic will not be 


considered in determining distributions. 
The advantases of this proposal are many.* 
wUTGiCO'S study provides. ina convenient form, all 


tro Gata nceded to implement the preposal. Each 


* ITT proposed a4 very similar arrangement in 1968. 
Although ITT's proposal was adopted by the iFfC, 
it was not implemented. Minutes of the IFC, July 
10, i968, Paragraph 5. 
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carrier would nave a known proportion of unrouted 
traffic and can plan its circuitry and plant facili- 
ties with assurance. The extensive manpower now needed 
py WUTelCo to apportion message traffic will become 
unnecessary, Since the stability of quotas will faci- 
litate reliable computerization of the distribution 
process by WUTelCo. The collection of data by tne 


“AF 


IRC's for the purpose of applying the Formula will 

not be needed, since routed and self-originated traf- 
fic will be irrelevant, and Gata for unrouted traffic 
is already available. Tue collection of statistics and 
the formulation of international instructions by the 
IQB will become redundant, ana the costs associated 
with both the Minneapolis operation and the iQB will 

be eliminated. 


The only aspect of the present operation of the 


Formula that has been alleged to be contrary to the public 


interest -- the fact that in a few sub-areas, the gain of 
a routed message results in the loss of an unrouted 
message -- will no longer be present. Lach international 
carrier can solicit_xrcutings—and-direct filings without 
fear of loss of unrovted traffic. Assuming arguendo 

the validity of ITT's doubtful thesis concerning 


"disincentives" to gooa@ service to these sub-areas 


(ciscussed elsewhere herein) ,_ it will ze_lozscr be 


Prorosal No. 3 

In order to simplify the operation of the Formula 
ana to modernize certain of its features, WUI offers the 
following package of amendments. Since some carriers 
would be benefitec by some of the amendments to follow, 
and Others by diiferent amendments, this proposal is 
submitted as an inseparable package. 

1. Replace the separate “Gateway” and “hinter- 
land" guotas by one composite nationwide quota, derived 
from the weighted average of the gateway anc ninterland 
guotes for each Cestinat:on. This amendment would reduce 
by hal= tne number of international instructions that 

‘ 

| WUTelCo must follow. There would be no net effect on any 

| 

| carrier, since any loss in one quota would be exactly 
compensated by a gain in the other. It would greatly , 
simplify the collectica of data and formulation of 
international instructions since the gateway-hinterland 
Gistinction (which is irselevant to the purposes of the 
Formula) would be removed. This proposal woulc also 
eliminate any sources of conflict over wnat traffic is 


° 


co be considered gateway.* 


* Some traffic criginating in the gateway cities but 
filed with WUTelCo’s ClB's, its Middictown, Va., 
computer facility or with its Moorestown interna- 

tional center is deemed by WUTelCo to be hinterland 

trarfic but consicecred by WUI to be gateway traffic. 


ea 


~_ 7 £¢ = 4 \ Pi ated an See Po F- = . 4 
*ratfic £iled with WUtTelco offices in Maakattan soucn 


On HGEy Street, ana at designated WUTelCo cffices in 
Washington and San Francisco; with WUI having the same 
right to collect traffic in those cities as tne other 
IRC's located there. This wouid place all carriers 
on an even focting and would eliminate one of I7T's 
objections to the present Formula. If this Proposal 
No. 3 is adopted by the Commission in its entirety, 
WUI would exercise its right of cancellation of 
appropriate provisions of its Domestic Facilities 
Agreement with WUTelCo. 

3. Change the basis of the quota from gross 
international tolls to numbers of messages, and elimi- 
nate reporting of tolls. This would simplify accounting 
and collection of statistics, without significantly af- 
fecting any carrier. Of course, WUTelCo would be obligated 
to distribute unrouted messages impartially among the IRC's 
so thut none would be favored disproportionately with longer 
messages, or classes of wwessages with higher tolls. 

4. Eliminate specialized treatment given to 
certain classes of service, such as governmental and 
press traffic, and treat all messages the same regard~ 


less of class. This wouid eliminate complications in 


reporting data and in WUTclCo's application of quotas. 


in the absence of indication that the mix of the classes 
of messages varies from point to soint, there shoulda be 
mo net effect upon the dcistributica of trarfic. 

5. _ Eliminate Schedule B. This is a special 
arrangement whereby certain traffic is transferred to 
RCA in accoréance with an agreement which was based on 
congitions that nave long ago scen superseced. At the 
time of the merger of WUTc1Co with the Posta Telegraph - 
System (Postal), RCA had its own delivery system for 


inbouné messages. Since it nonetheless transferred 


Sed 


messages to WUTelCo for deiivery, it was eccorded the 
bulk of Western Union Cables' quota traffic in compen- 
sation, as a form of reverse proportionate return. 
Whatever the merits of this scheme may have been in 1943, 
there is no justification for its retention today. 
Neither RCA nor any other IRC has a delivery mechanism 
for inbound cables beyond its gateways (other than the 
limited direct access service),and RCA is no nore ens 
‘title@a to a proportionate return than any other carrier. 
Over thirty years of benefits uncer Schedule B more than 
compensate RCA for’ eny equities it had at the time of 
merger. 

6. Eliminate the Area A, B, and C and all sub-area 
classifications. and treaz_each .destination_country as a sep- 


arate area. The quota to each destination would be the same 
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ac that of the sub-area to wnich the Cestinction presently 
Leiongs. Since the operations oi the international carriers 
and WUTelCo are now computerizec, the ena result should 
be ease of operation even though the actual number of 
quotas involved increases. This is due to the fact that 
computerized operation now requires a separate function 
to Getermine the area and sub-area Classification, which 
could be eliminated. 

7. Adopt ITT's suggestion for elimination 


yuotas for both Canadian carriers. One carrier 


indicated that 


u 


(Canadian National Railway Company) ha 
it desires to withdraw from participation in the Formula, 
while tne other carrier (Canadian Pacific Lte. - CPL) 

has requested that its quotas to Australasia and British 
West indies be retained. The guotas for international 
carriers were instituted at a time when the Commonwealth 
cables to the Far East were the principal Pacific faci- 
lities. Today however they have largely been superseded 
by satellite and by the numerous United States owned 
high-cavacity cables to the rar East. The guota for 

CPL was instituted in recognition of its exchange of 
traffic with Postal. ‘The benefit of the quota that CPL 
has received for over 30 years more than reccomecnses 


CPL for any contractual rights it might have nad. OF 


Ut 
S 9) 
op 


8. Incluée all of the RCA gateway traffic 
to Areas A and B under the Formulae. RCA hes elected 
not to receive any quota for trafiic originating in the 


sateways and destinated to Areas A and B. The result 


4 i 
nas been that messages in this class of traffic routed 
via RCA have not been counteda in RCA's quota, thus signi- 
“icantly increasing RCA'S share of unrouted hinterland 


traffic. The reasons for permitting RCA this exceptional 


treatment no longer apply, and it should be abolished. 


Aéoption of ITv's 
, Not In the Fublic 


The adoption of ITT's proposal would cause serious 
disruptions to the established patterns in the industry, with 
consequent harm to a number of carriers, and would serve no 
beneficial interest of the public. The only beneficiaries 

would be those carriers proposing revision of the Formula. 

Not one message woulé be speeded; not one memoer of the 


public would be affected; and the existing keen competition 


would not be enhanced.* In fact, as IT itself admitted 


* WUI cordially invites members of the Commission ane its 
staff to visit WUI's modern computerized message center 
in New York City in order. to @ispel any mistaken theory that 
competitive incentives ace stunted by the Formula’s quota 
syste. 


see 387 


sn its Repiy Guted September 3, 1974, “except as to quan 
lity of service, that puslic is iargely unarfectcd Ly 


the formula... As WUI will demon 


= 
1) 
ct 


rate hescinafter, 

the Formula does not have any effect on quality of service 

to the public, contrary <o ITT's allegations. ' 
Rlthough ITT attempts to disguise its Own ‘paro- 
chial, private interest in amending the Formula (at tne 
expense of other carriers) as an overriding concern tor 

the public good, it is clear that the public would not gain 
in the slightest from the revision suggestea by ITT. It 


makes little sense to devote substantial resources of the 


ct 


Commission on the analysis of the effect of the proposed 


revision of the Formula, or to Gisrupt the present smocth 


t 


working of the distribution mechanism, when no parties other 
' 

than the proponents will be benefited. 

The surface simplicity of the ITT proposal is 
deceptive. In actual application, it will be necess<¢ y 
to maintain constant monitoring of transfer trafraic volumes 
of all carriers, including both routed and unrouted. Con- 
seguenatly, it will be necessary to maintain, 4s at present, 
the International Formula Committee and its operational 


arm, the International Quota Bureau, to collect the. statis- 


tics and translate them into appropriate international 
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astructions to WUTelCo. The only change would be the 
rithmetical operations performea by the IQB. Conse-~ 
scently, from an administrative point of view iittle 
would be gained by adoption of the ITT proposal. Addi- 
tionally, it makes no attempt to provide for the distri- 
bution of traffic to the many points in which no carrier 
has a Girect line. Althcugh these points normally have 
low traffic volumes, nonetheless, a mechanism would have 
to be maintained to provide for appropriate distribution 
of unrouted traffic, in some arbitrary fashion. 

The ITT proposal is illogical. t would make 
the distribution of, unrouted traffic entizxely Gependent 
on the Gistribution of reuted traffic. Rowever these 
two classes of traffic are largely different kinds of 
traffic. By and large, the routed traffic is business 
oriented traffic, originating mainly from Telex and TWX 
subscribers which normally are business entities. Un- 
routed traffic, however, is largely traffic filed with 
wUTc1Cs's Central Telephcne Bureaus or over the counter, 
ane consists principally of social traffic. Since the 


characteristics ané senders of the two classes of 


if) 


the distribution of one dependent on the distribution 
of the other is devoid of any logic ane is as arbitrary 
as any other scheme yet proposed for distribution of 


unvouted tralkiic. 


Pormula. ITT's curious argument is based on the fact thet 


there are some subareas in which the quota of a carrier 
is measured by the total of unrouted transfer traffic plus 
prerouted ané self-originated traffic. ine Zfew such areas, 
tre cerrier would lose an unrouted message for each routed 
Or eae ae ees message that it obtains. ITT argues 
that such a carrier nas a "Gisincentive” to provide better 
service for messages Gestined for this). arce . 

This argument is specious. In the first place, 
oniy a very small percentage of traffic is affected by 
this Zeature of the Formula. Attached hereto as Appendix A 
is a tabulation, based on WUTelCo's study, of all routed 
and self-originated traffic, by sub-area and by carrier, 
wnick could have resulted in the loss of equivalent 
numbers of unrouted transfer traffic. The total of 
all such traffic is 226,674 messages, as compared 
with a total outbound volume of 1,938,828 messages. 
Thus only 11.7% of the outbound traffic is atiected 


by this feature of the Formula.* 


*The tabulation contained in WUi's Responsive Conents 

Gated September 3, 1974 erroneously includeG both | 
routed and unrouted traffic to the sub-areas in 

question. ITT"s hypothesis concerning "@isincentives” 

Can apply only to routed and self-originated traffic. 


Sue “0s ir : Wy Aa ae -, : + Sco on 
Svan as to this emails puscentage, 3t 15 ¢52 “a 


- Vaveng eels - Ww 4. - sey ty ee oe = 27 a1 4 > oe 
#0 Believe tneat tne Gualicy C= Scrvice Proviceae s ey 
o, s2ce -,:° ae -~&= cod ¥ — a = ce o~- -3 - 
caxvyrciey is effected. sk] major imteenational. record 


srriers mow are completely comgeuterizecd. It is essen- 
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tial in a computer envircnment that all messages be 
treatecG as uniformly as possible. I7T's argument implies 
that anv improvements in computer technology or message 
hunGhice taehniaues) would Se soccer ticait) Gcsicned to 


exeluda from their benefits all traffic routed via or 


Czigineted by che carrier which would result in the 


rganize its computer processes. 
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Furthermore, <nere would be no motive for such a carrier 


to take such steps since by Gefinition it would not gain 


any traffic. Additionally, such discrimination would be 
in violation of Section 202 cf the Communications Act. 

WUI challenges ITT to demonstrate specifically, 
and in detail, now WUI has in any manner changed or failed 


io ingoove its Handling of routed tratize to aay (ct the 


f.. 


-stinuiion: for which ITT clains there is «a “disincentive” 
to better service. WUI also challenges iff to Gisciose 


any instances in which iT? itseif, or any other cerrier, 
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fi" s teeory shculd be ~ivon no credonce. whatse= 
dataii any practical aecverse oifect on service to the 


ifT’s message distribution proposai has another 
Significant disadvantage. Since the amount of outhennd 
traffic (and by virtue of proportionate traffic agreements, 
the amount of inbound traffic) is depencent on the volume 
oz routed traffic, the international record carriers will 
be compelled to devote ever-increasing expenses, and effort. 
to_<the. solicitation.of routings. By definition the _targets 
of these efforts are the senders cf unrouted messayes who 
Go mot care which carriers handles their traffic. Accordingly, 
the result wiil be a waste of funds, which cre ultimately 


derived from the rate payer, without any advantage to the 
¢ 


public, 


WUTelCo's survey of the transfer traffic does 
not show any failure of function of the Formula that would 
justify changing it. ‘To the contrary, the effect on WUI 
Of £60 >sing the ITT proposal woula@ be most harmtul. Wut 
has Qctermined that snould this proposal be adested, it 
would lose approximately $1,000,000 a year in net retained 
revenue. Additionally, WUI has made iarge. investments_.ia 


computers designed to handle the traffic lead that it has 


been recciving both from its own originations_az.d. from. the 
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yucca trafiic. If significant amounts of traffic that wut 
receives under the quota were to be diverted by fiat to 
another carrier, WUI would have excess unused computer 
Capacity. ‘Since the ievel of international cable traffic 
has becn static or declining in recent years, there is 


no cxpectation that traffic growth would fill the gap. 
Conciusion 


Since the Formula functions well in its present 
form, ana adoption of the ITT/TRT proposal would provide 
no public benefits whatever, the Commission shoulé not 
expenca its scarce resources in pursuing this proceeding 
any further. Hewever, i= the Commission should deem it 
necessary to simplify the operations of the Formula, it 
aes Ga) revise the voting struction of the Interna- 
tional Formula Committee so as to provide a forum for the 
carriers to negotiate a mutually acceptable set of amend- 
ments for the Commission's approval; and (b) adopt the 
proposals set forth above for substantive changes in 


tne rormula, consistent with the statutor >rocecural 
’ D4 &, 


rights of the carriers. 
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Respectiruliyv supmitted, 


WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell 
Senior Attorney 
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New York, New York 16004 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION g : 
Washington, D.C. 20554 996 
In the Matter of ) 
) 
International Record Carriers' Scope of ) Docket No £3646 
Operations in the Continental United ) RM- 6 Su 
States, Including Possi»vle Revisions to ) 
) 
) 


the Formula Prescribed under Section 222 
of the Communications Act 


SUPPLEMENTAL COMMENTS OF TRT 


TRT Telecommunications Corporation (TRT), pursuant to 
the Commission's Memerandum Opinion and Order, released June 6, 
1975, FCC 75-617, hereby submits its supplemental comments re- 
lating to the revisions of the Formula prescribed under Section 
222 of the Communications Act for the distribution of outbound 
international message traffic accepted by The Western Union Tele- 


/ 


graph Company (Western Union) In this regard, TRT respectfully 
states as follows. 

In its prior comments submitted herein on July 8, 1974 
and in its responsive comments submitted on August 16, 1974, TRT 
has demonstrated that the present Formula is unjust, unreasonable 
and inequitable. TRT has also proposed two alternative revisions 
which would cure the inequities and remove the disincentives to 


competition contained in the present Formula and would provide 


an equitable and logical method for the distribution or 


*/ In response to paragraph 9 of the Commission's June 6, 191'5 Memc~ 
randum Opinion and Order, Appendix A hereto contains TRT's direct file 
traffic data for the 13-week period of the Western Union study. 
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international message traffic filed with Western Union. Although 
TRT will not repeat its prior arguments here, we submit that its 
position in this proceeding has been confirmed and supported by 
the additional data available from the recent Western Union study. 

In light of the results of the Western Union traffic 
study conducted during the period December 1, 1974 through March 1 
1975,, Tv erein discusses what it believes are the two remaining 
points to be covered. Specifically, they are: 

1) The exact manner in which the distribution of traffic 
is presently being made; and 
2} The effect any specific amendments would have on the 

respondent and other international carriers. 

For the analysis which follows, TRT used as a base the 
FCC Report of Telegraph Traffic, a Market Analysis for the Full 
Year 1974. Referring to the series of tables attached, Table i 
reflects the total amount of messages and revenues handled by the 
international record carriers (IRC's) in 1974, and Table 2 iilus- 
‘trates the participation percentages by major traffic movement 
for each IRC. By combining the data in these first two tables 
with the annualized data provided by the 13-week Western Union 
study, TRT offers what, we submit, is a most enlightening com- 
parison of message volumes and revenues by message category for 
the U.S. IRC's (see Table 3). Within each carrier listing, the 
percentage figure represents the current relative impact of each 
message category on that carrier. Particularly noteworthy are 
the extremely large volumes and relatively hich percentages of 
unrouted traffic being given to RCA and WUI as a result of the 


Formula. 


a 


59% 

To conclude the analysis of the distribution of un- 
routed traffic under the Formula, Table 4 provides a comparison 
between IRC's for the total routed traffic (direct file and routed 
Western Union transfers), routed Western Union transfers alone, and 
the amount of unrouted traffic transferred by Western Union to 
each of the IRC's. While RCA succeeds in obtaining only 30 percent 
of the routed, RCA is nevertheless awarded almost one half of the 
unrouted traffic. WUI, although receiving less than 30 percent of 
the unrouted, is awarded 38.7% of unrouted traffic under the 
Formula. Further, these figures do not include whatever return 
traffic RCA and WUI enjoy as a direct result of these extra 
volumes of unrouted traffic. TRT submits that these figures con- 
clusively demonstrate the illogical, unjust and inequitable manner 
in which unrouted traffic is awarded largely to RCA and WUI. 

In order to address the issue of the effect any specific 
amendments to the Formula would have on the carriers, TRT suggests 
that the most meaningful analysis is one which evaluates the im- 
pact any amendments would have on the total telegraph facility 
and associated revenues of each carrier, and not one which con- 
siders just the U.S. origin portion. Further, referring again 
to Table 4, one finds essentially no difference between the rela- 
tive distribution among the IRC's for all U.S. origin routed 
(direct file and transfers) and the relative distribution for 
routed Western Union transfers only. Since TRT has suggested 
that the proportionment of unrouted should be based upon the per- 
centage amount of routed transferred traffic, independent of the 


city cf origin, and regardless of whether service to a destination 
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is direct or indirect, TRT has employed the set of percentages 
for routed transferred traffic in evaluating the impact of its 
suggested amendments to the Formula (see Table Se 

Comparing the percentages of routed transferred 
traffic with the current percentages of unrouted traffic for 
each IC, and calculating the change required to equalize the 
routed and unrouted percentages of each carrier, one can derive 
the changes in unrouted message volumes by IRC. Then, applying 
to this change the average net U.S. revenue for an unrouted 
messace, the potential increase or decrease in revenue for 
each IRC can be calculated. By comparing these changes to each 
IRC's total 1974 telegraph revenues, the real impact on tele- 
graph revenues °*can be determined. Finally, a comparison between 
these potential revenue changes and each IRC's total 1974 oper- 
ating revenues reveals that the effect of the suggested change 
in the distribution method for unrouted telesraph traffic wou.d 
be necligible. 

In the foregoing analysis set forth in Table 5, TRT has 
assumed essentially no change in the current distribution of 
transit traffic. It has been TRT's experience that transit 
traffic is exchanged between the carriers and their correspondents 
on the basis of the best division of tolls by origin-destination 
movement, and not according to U.S. origin/tezminated volumes. 
Further, there exist set operating agreements, for example within 
the Commonwealth system, which define transit routings. These 
arrangements would continue regardless of the outcome of any 


Formul2 revisions. 
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Secondly, TRT‘s analysis excludes any speculation 
concerning the possibility of a redistribution in return traffic 
and associated revenues as a consequence of any shifts among 
the IRC's in unrouted traffic volumes. TRT has indicated that 
RCA and WUI are presently enjoying additional return traffic 
for the extra unrouted traffic they now receive under the Formula, 
and one could reasonably assume some loss if RCA's and WUI's U.S. 
origin volumes were reduced. However, TRT can derive no method 
for quantifying what might be a reasonable, expected change. In 
TRT's case to a large extent, and to a lesser degree among the 
other IRC's, international telegrams are switched via in¢irect 
routes, over which there s as a rule no expected return traffic. 
Consequently, @hanges in message volumes in these cases would 
not effect any gains or losses in return traffic. Further, 
there appear to be set operating arrangements between some IRC's 
and their correspondents which specify the exchange of certain 
categories of traffic. To the extent that these agreements 
‘exist, no change in return traffic should be expected. 

Coupling the analysis provided herein with TRT's 
earlier comments in this proceeding, TRT believes it has fac- 
tually and objectively addressed those issues set forth in the 
Commission's November 26, 1973 Order, as well as those other 
issues TRT has felt are pertinent to this inquiry. TRT has 
also offered what it believes is an equitable, fair and just 
method for unrouted traffic distribution, and one which would 
serve the public interest. TRT now urges the Commission to act 
expeditiously in making long-overdue changes to the Formula, 


changes which will reflect the operating arrangements.of today 
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and not those of years long past and long since Changed. 
Respectfully submitted, 


TRT TELECOMMUNICATIONS CORPORATION 


Cee 


Jp Robert Moman 
1747 Pennsylvania Avenue, N.W. 
Washington, D.c. 20006 
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ABL 
U.S. TELEGRABH bpaTISTICS 
CALENDAR YEAR 1974 


MESSAGES REVENUE 


U.S. ORIGIN 8641878 21486392 
U.S. TERMINATED 7451088 20772495 
TRANSIT 7276145 8788683 


TOTAL 23369111 51047570 


SOURCE: FCC REPORT OF TELEGRAH TRAFFIC--FULL YFAR 1974 


U.S. Origin 
U.S. Terminated 


Transit 


Source: 


re 


TABLE 2 
U.S. INTERNATIONAL TELEGRAMS 
PERCENTAGE FARTICIPATION BY CARRIER 


ITT RCA TRT 


Messages Revenue Messages Revenue Messages Revenue 


27.0 25.9 36.2 33.8 3.4 
26.5 26.2 45.7 47.7 2.6 
47.3 35.9 23.4 28.3 8,6 


wut 
Messages Revenue 


32,7 36,8 
25,5 23,5 
ee | 27,3 


FCC Report of Telagraph Traffic, Markot Analysis--Full Year 1974 


TABLE 3 
DISTRIBUTION OF U.S. TELEGRAPH TRAFFIC 
UNDER THE EXISTING FORMULA BY CARRIER BY CATEGORY OF TELEGRAM 
CALENDAR YEAR 1974 
ows RCA WUI 
4ITT REV MSGS GRCA RE 4WuIl EV 


oe RNR omens | ee a ENN 


routed 277884 -6 672724 


-S.(WUD)origin, | 
| 257544 3.1 595517] 432160 . a631i2 4.2 13933 
! 


-S.(WUD)origin, 
unrouted 314036 -1 760244. 1333352 16.2 3093782 | 39924 963.5 ’ 1065688 17.0 29809 


1B. Origin, | 
direct file 1741387 -5 4132008;1537464 18.7 3565839) 271233 23.9 625436)1497094 23.9 41907 


-S. terminated 1974538 5 5442394! 3h05L47 41.4 9908480/178826 15.7 540085/1900027 30.3 48815 


3441617 -3 3155137| 1695342 20.6 24871971603920 53.1 755827/1535267 24.5 23992 


pirennicvuntlnat seneriinate| 
i 


TT49k 62 14162507 822889 19650815] 1137063 2113212] 6261168 15187 


SOURCES: FCC Report of Telegraph Traffic -- Full Year 197% 
Western Union Télegraph Company Report on Outbound International 
Destination Statistics (Thirteen Weeks) 


TABLE 
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COMPARISON BY CARRIER 
FOR ROUTED AND UNROUTED TELEGRAMS 
CALENDAR YEAR 1974 


ITT RCA TRT WUI 


Msgs_ %Total Msgs ¢Total Msgs_ %&Total Msgs Total TOTAL 


U.S. Origin, Routed 


. and Direct File 2,019,271 34.3 1,795,008 30.5 314,393 5.3 1,760,206 29.9 5,888,878 
U.S. (WUD) Origin, 
Routed 277,884 33.0 257,544 30.6 43,160 $§.1 263,112 31.3 841,700 
U.S. (WUD) Origin, 
Unrouted 314,036 11.4 1,333,352 48.4 39,924 1.5 1,965,686 38.7 2,753,000 


SOURCES: (1) FCC Report of Telegraph Traffic--Full Year 1974 


(2) Western Union Telegraph Co. Report on Outbound 
International Destination Statistics (Thirteen Weeks) 


TABLE 5 


EFFECT OF FORMULA REVISION 
ON CARRIER REVENUES WITH 
SE 
% 
Change in Average Revenue Change 1974 4 1974 Change in 
Change Unrouted per Unrouted In Telegraph Change in Carrier Carrier 
In % Ylumes Message Revenue Revenue Revenug Revenue’ Revenue 


21.6 594,648 $2.51 $1,492,566 $14,162,507 10.5 $100,392,790 


-17.8 -490,034 " -1,229,985 19,650,815 -6.3 128,436,752 
3.6 99,108 " 200,751 2,413,212 11.8 6,263,100 
-7.4 203,722 ~511,342 15,187,838 -3.4 58,874,764 


Sources: (1) FOC Report of Telegraph Traffic—Full Year 1974 


(2) Western Union Telegraph Co.Report on Outbound Intemational 
Destination Statistics (Thirteen Weeks) 


(3) FCC Forms 903 for each Carrier, Year Ending Decenber:31, 1974. 


APPENDIX A 


SOURCES OF TRE U.S.-ORIGIN TELEGRAPH TRAFFIC 
DECEMBER 1, 1974-MARCH 1, 1975 


Fron WUD | From WUD TRT TRI 
For Week Ending Unrouted Prerouted Direct File Total 
December 7, 1974 812 858 4,747 6,417 
14 790 971 4,533 6,294 
21 5,342 7,119 
28 7 5,032 6,440 
4,597 6,028 
4,449 6,079 
4,365 6,000 
4,430 6,041 
4,471 6,215 
4,373 5,792 
4,774 6,201 
563 4,867 6,293 


653 4,659 6,084 


9,574 (11.8) 10,790 (13.3) 60,629 (74.9) 81,003 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


) 
In the Matter of ) 
) 
International Record Carriers' Scope ) 
of Operations in the Continental ) Docket No. 19660 
United States, Including Possible )  RM-690 
Revisions to the Formula Prescribed q 
under Section 999 of the Communi- ) 
cations Act. ) 
) 


ee 


TO: The Commission 
REPLY COMMENTS 

RCA Global Communications, Inc. (RCA Globcom) 
hereby provides these reply comments on the question of 
whether the existing formula under which distribution of 
‘outbound international telegrams is made is unjust, unreason- 
able, and inequitable or not in the public interest. As the 
Commission is aware, this is the last round cf written 
comments in a series of submissions on the complex 
and far-reaching issue of whether the present formula has, 
by the mere passage of time, ceased to meet the statutory 
standards which the Commission found it met when it was 
prescribed. 


As explained in detail in our prior submissions 
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(ITT) and 


question, ITT World Communications Inc. 


on this 


TRT Telecommunications Corporation (TRE), tee proponents 


of change in the formula, have advocated revisions the end 


he purpose thereof, are to apparently 


results of which, tf wot. c 


increase their respective shares of total revenue without 


showing how such artificially structured cheuges would serve 
the public interest or what considerations of equity justify 


nsfer of revenues from other carriers which 


ribed by the 


such arbitrary tra 


have acted in accordance with the formula presc 


Commission. 


RCA Globcom reasserted the position that Section 222 


of the Communications Act requires, as @ matter of law, that 


upon the request of any interested party, there be a full 


a may be altered. Such 


evidentiary hearing before the formul 


ecessary since any change 


a hearing is not only required but n 


in the formula such as suggested by ITT would have far-reaching 
‘consequences for the international telegram service. As the 


Commission is aware, the costs of providing telegram service 


have been rapidly escalating over the past several years. For 


example, the division of revenues paid to The Western Union 


Telegraph Company for the domestic handling of international 


telegrams has recently been increased from 6% cents per full 


par 
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rate word to 95 cents. This increase alone will further 
decrease the profit from a service which already does not 
earn a reasonable return. 

In addition, recent trends have indicated that 
the international telegram market will deteriorate more 
rapidly than previously forecast and that industry telegram 


volumes will be considerably lower in the future. This is 


illustrated by the fact that in 1974 total industry telegram 


revenues were $63,396,000. For the first six months of 1975. 
the industry revenues were only $27,457,000. We project that 


in 1976, the industry revenues will only be $52,000,000, the 


lowest total since 1950. Yet, in the face of this decline, 


it should be noted that there ene been a significant 
telegram rate increase since 1958. 

All of the above factors indicate that the Commission 
should not take any action which would disrupt the* existing 
Structure of the industry until a most thorough hearing has 
been held. At such a hearing, RCA Globcom would expect that 
one issue on which evidence weuld be introduced would be the 
effect on the total industry of a change in formula in light 
of the recent developments affecting the telegram service. 


At this point, RCA Globcom believes it is appropriate 
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to summarize for the Commission the comments already sub- 
mitted and to demonstrate that the proposed changes in the 
formula would not be beneficial to the public interest. 
Additionally, RCA Globcom will comment de the suggestions 
for a change in the formula made in the last submission by 
Western Union International, Inc. (WUL) . 


£ RCA Globcom Position 


Summary 9° 


tT, Burden Of Showing Unlawfulness Of Existing Formula Is 
On The Carriers Proposing Change 


Section 222(e) (3) provides: 

Whenever. . -after 2 full hearing, the Commission 
finds that any such distribution of telegraph traffic 
among telegraph carriers. - which is being made or 
unreasonable, or inequitable or not in the public 
interest, the Commission shall by order prescribe 

the distribution of such telegraph traffic. . which 
will be just, zeasonable, equitable, and in the 
public interest, and will be, so far as is consistent 
with the public interest, in accordance with the 
existing contractual rights of the carriers. 

Under this provision, the Commission has a two-fold 
duty. First, it must establish a reasoned basis for and find 
that the exist ng distribution is contrary to the public 
interest and only then may it undertake to prescribe a new 
formula. Consequently, the burden is on the proponents of 


change tc present convincing substantive data to show why the 


formula which was originally found to meet the statutory 
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standard, and stood for twenty years without requests for 
substantive change, now fails to meet the public interest. 

We noted in the first round of comments thet the 
Commission's order of designation, 43 F.C.C. 2d 1174, appeared 
to give the impression that the Commission had shifted the 
burden just noted from the divaawtes of change to RCA Globcom 
on the grounds that the formula was "anachronistic" or "outmoded". 
RCA Globcom stated in response that such lega. concept must be $ 
rejected outright. The age of a Commission order does not give 
a presumption or invalidity; if sae. the contrary must 
be the case since the formula has withstood the test of time. 
To surport this proposition, the New England Divisions Case, 
62 I.C.C. 513, 563, in which the ICC found that the age of an 
existing division of revenues agreement between two rail carriers 
afforded no presumption of unreasonableness of the divisions, 
was cited. In addition, it was noted that che ecceptance of 
such a presumption would mean that the Lapse of time alone 
would render a decision or statute prima facie unlawful. 


Tt. The Criteria Of Lawfulness Is The Public Interest And 
Not The Private Interests Of ITT Or TRT 


In our original comments, we posed the obvious question 
of how the public interest would be furthered through a change 


“gn the formula. The comments received by ITT never addressed 
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this basic question. Rather thai listing the manner in which 
the public would benefit, the thrust of its aieuentihe was that 
the formula should be changed so that it would benefit 

ITT did not assert that a change in the formula would 
cause the rates for telegram service to be reduced, cause an 
improvement in the quality of service or, in any way, show 
benefits accruing to the public. To the contrary, ITT explicitly 
recognized that the overall quality of international message 
telegram service has been good. (ITT Comments, Pp. 11). Wiee 
respect to rates, no carrier asserted that a change in the 
formula would permit a rate reduction for they must recognize 
that the shrinking volumes of telegram traffic coupled with the 


increasing costs, €.§-. the almost 50 percent increase recently 


negotiated in divisions to be paid to The Western Union Telegraph 


Company, foreclose the possibility of such a decrease. Rather, 
as RCA Globcom demonstrated, the thrust of its proposal was 
that such changes in the formula would increase the competitive 
efforts of the carriers and were in the public interest on the 
apparent assumption that competition is per se beneficial and 
in the public interest. That there is no such principle has 
been affirmed again and again by the courts, See for example, 
FCC v. RCA Communications, Inc., $46 U.S. 86 (1953). Instead, 


the courts have held that the existence of a regulatory 
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structure under Congressionally devised public interest 


standards means that a commission cannot equate competition 
with the public interest unless it could be shown to be 
beneficial. ITT and ‘'...T have completely failed to meet this 
burden. 


777 Tae Existing Formula Permits Reasonable Competition 


RCA Globcom demonstrated in its prior comments that 
the existing formula does permit reasonable competition while 
at the same time imposing 4 certain restraint on the carriers 
to discourage competitive efforts which would have 
deleterious effects. Thus the Commision stated in the 


Western Union Merger Proceeding that the combining of routed, 


unrouted, and self-originated traific in computing how 
quotas are satisfied 


diminishes the incentive of the international 
carriers to expend effort and revenues in attempts 
to divert traffic from each other by solicitation 
efforts which may not improve quality of service; 
and it also diminishes the necessity for these 
carriers to build up additional facilities for the 
collection of their own traffic, in duplication of 
existing facilities of the merged company. These 
savings should contribute to a more efficiently 
and economically operated intexnational telegraph 
system. Western Union Merger Proceeding, 10 e.c.C. 


184, 191 (1943) 


The above statement cannot be attacked on the false basis that 


{4t was made over thirty years ago when competition did not have 
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the emphasis that it does today. Such a conclusion would be 
incorrect. It must be recognized that while competition 
has had new emphasis in the domestic communications field 
within the last five years, the international communications 
market has been characterized by intense competition since 
its inception. Well before the 1943 merger of Western Union 
and Postal Telegraph, Inc., at least six international carriers 
were strenuously competing with one another. Consequently, the 
Commission had experience with both the benefits and adverse 
effects of this competition at the time the formula was 
prescribed and acted to prevent those excesses in the inter- 
national field which would have detrimental effects on the 
public. 

We also brought to the attention of the 
Commission that ITT acknowledged that the existing 
formula provides some incentive to actively solicit 
traffic. ITT stated that "(a)s a result of continuing 
competitive spirit, various carriers. . .attempted. . .to 
improve their relative market shares'', (ITT Comments, P- 16); 
that the alleged problem with overages and deficiencies lies 
"an traffic shifts resulting from competition between carriers", 


(ITT Comments, P- 17); and that indeed, the continued growth 
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of competition can, at least in part, be attributed to this 
very formula which was apparently designed to restrain 
competiton. (ITT Comments, Appendix 1, Issue 2, p. ae 
These statements support the propos.tion that the existing 
formula does not dampen the competitive efforts of the carriers 
to render the best possible service. The fact that there are 
some restraints, while not sa isfactory to ITT in its pursuit 
of increased corporate revenues has not and can not be 
shown to be adverse to the public interest. 
Iv. A Change In The Forwla As Suggested By ITT 

Would Be Adverse To The Public Interest Because Of 

The Large Increase In Sales Expense That Would Result 

The ITT proposal would basically have the 

unrouted traffic distributed to the international 
carriers in proportion to the number of routed messages each 
carrier receives from Western Union.* This plan would upset 
the current market structure and compel carriers. to expend 
substantial sums for solicitation with only detrimental 
effects on the public and the carriers. The plan would 


*FTRT also proposed a plan similar to ITT's suggestion. 

The ITT and TRT plans differ in that ITT would make the 
distribution of unrouted to those carriers having direct 
circuits to a country while TRT would eliminate the "direct 
circuit" requirement. TRT also suggested as an alternative 
that all unrouted traffic be divided equally among all the 
carriers tariffed to serve a given location. 
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result in a transfer of approximately $1,990,595 gross 
international tolls per vous from RCA Globcom to the other 
carriers. We submit this proposal for private enrichment 

by manipulating the formula would not be in the 

public interest. 

As explained in RCA Globcom's Supplemental Comments 
filed on August 1, 1975, the increase in sales expense would 
result from the "multiplier effect'’ inherent in the itt 
proposal. To understand this principle it is first 
necessary to realize that of the approximately 6.6 million 
telegrams annually interchanged with Western Union, a little 
more than 75% are not routed by the sender. Consequently, 
under that proposal, if a carrier secured a routed message 
through solicitation, it would automatically receive not only 
that one message but an additional bonus of three or more 
unearned unrouted messages as well. When the single routed 
and three or more unrouted are combined \rith an equal number 
of inbound miasaces®, it can be seen that the revenue benefit 
from soliciting a single routed message would be generally 


seven or eight times the revenue from that single routed 


message. 


*Most overseas administrations return traffic to the United 
States IRCs more or less in proportion to the traffic they 
‘receive from each of the IRCs. 


he sae 
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It was also demonstrated that unrestricted competition 
would inevitably cause each carrier to expand these solicitation 
efforts until the marginal solicitation cost expended per 
routed message received from io Union approached the 
total revenue that the IRC received not only from that routed 
message but rather from up to seven OT eight additional 
outbound and inbound messages.* 

The overall effect of the ITT proposal 
would be, therefore, to give the carriers a compelling 
incent! ve to increase their sales expenditures in a hope of 
securing that additional routed message. We estinaved that 
the approximately $1.3 million ne’ spent annually on telegram 
solicitation would be increased many-fold. Such proposals 
would not yield any benefits to the public. Rather, the most 
likely outcome would be telegram rate increases, a diminution 
of service quality or both brought about by the wasteful 
escalation of nonproductive sales effort. 

We again direct the Commission's attention to the 


statement made by it over thirty years ago in the original 


ns 


*As previously shown, the IRCs incur relatively little 
variable operating costs on either routed or unrouted 
messages originating with Western Union. 


formula proceeding. There the Commission realized that 


excessive sales expendituves yield no public benefits. It 


also realized that a formula that restrained such excesses 


would contribute to a more efficiently and economically 


operated international telegraph system. We submit “hat the 


relative stability of international telegram rates in face 


of inflation, declining volumes, and increased 


payouts to Western Union demonstrates that this finding 


remains as true today as in 1943 when it was made. 


¥, Equity As Between The Carriers Does Not Require A Change 
In The Formula 


Realizing that it could not carry the burden of 


demonstrating that the existing formula is adverse to the 


public interest, ITT fell back on a self-serving: argument 


that it only had to demonstrate that the formula was inequitable 


as between the various carriers. We do noc believe comment 


is required on the substantive merits of its legal argument. 


It is sufficient to state that it did not demonstrate that 


the formula is inequitable or that its recommendation is now 


equitable. 


In fact, the Commission in prescribing the formula 


found it to be not only just, reasonable and in ‘the public 


interest but also equitable. Further, no carrier raised any 
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question with respect to the equity of the formula until the 
formula was over 20 years old. Given this situation, we 
believe that ITT has a heavy burden of showing the change 
in conditions which now makes inequitable a formula pre- 
scribed by ee and indispitably equitable for 
two-thirds of its existence. 

It is obvious that ITT has not carried this burden. 
It has sought to define equity as encompassing ITT's interesc 
alone. This definition of equity is unacceptable since it 
disregards not only precedent but also the very meaning of 
the term itself. Any acceptable definition of equity must 
include due regard for the interests of all of the carriers 
receiving traffic under the formula. We submit that the 
Commission must. consider that RCA Globcom has equitable 
rights to the traffic it has carried under the formula for 
30 years and under which it has provided uusurpassed service to 
the public. A sudden diversion of significant revenues from RCA 
Globcom to LTT or TRT would be grossly inequitable end would serve 
no possible public benefit. 

ITT, on the other hand, only argues for more and 
more revenues for itself. Yet ITT has done very well under 


the existing formule. It received over the last 30 years a 


RR 
622 

greater share of the telegram traffic than was originally 
envisioned under the formula. In fact, as of December 1973, 
{TT had overages in excess of $24.6 million. This represents 
excess benefit received by it under the operation of a .ormula 
which it labels ‘inequitable’. We again submit that once 
having received more tolls than originally envisioned, ITT 
should not be heard to argue that "equity demands" even more 
be taken from the other IRCs and handed to it. 


VI. Any Change In The Formula Must Recognize The Accumulated 
Overages and Deficiencies 


RCA Globcom previously stated to the Commission 
that even in the event the formula is changed, the Commission 
musc recognize that the accumulated overages and deficiencies 
represent a lawful obligation which may not legally or equitably 
be voided without the consent of all parties. 

The concept of overages and deficiencies has its 
basis in the formula, the basic operation of which: was described 
by the Commission in the designation order. An overage i@ 
the amount by which a carrier has exceeded its quota for any 
category o£ traffic to a subarea and a deficiency occurs when 
the routed and unrouted traffic turned over to a carrier is 
insufficient to satisfy its quota. ITT's accumulated overage 
as of December 1973 was $24.6 million. RCA Globcom's deficiency 


as of the same date was $49.8 million. 
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It should be realized that these overages and 
deficiencies result from the operation of a formula provision 
prescribed by the Commission. Section V.(ii) states that 
if the unrouted messages distributed under the quotas 

fail in any month to give any international carrier 

its quota of gross international tolls from such 

category, the distribution of messages shall be 
modified as soon as is practicable after the 
ascertainment of such deficiency in such deficiency 


in such manner as to compensate for such deficiency 
and to assure to such carrier thereafter its quota 


of gross international tolls. . .(Emphasis added). 
This provision requires that the Commission recognize that 
RCA Globcom has not been receiving the amount of unrouted 
traffic required under the formula. It also requires that 
an integral part of any change in the formula be a provision 
compensating RCA Globcom for its accumulated deficiency 
The above cited language gives RCA Globcom a vested right to 
be compensated for past deficiencies and that.right cannot be 
taken away by changing the formula. 

In other words, the Commission, once having determined 
that the formula vhich gives rise to these amounts is in the 
public interest, cannot, in revising the formula, void the 
accumulated deficit without adequate compensation. In 


addition to this legal obligation emanating from the language 


of the formula itself, RCA Globcom submits that it has an 


equitable claim in recognization that it has in good faith 
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continuing obligations as reflected by the deficiencies would 


be honored. We conclude that if a change in the formula is 
to be made, the change must reflect the-accumulated deficiency 
and compensate for it or be the result of a voluntary compro- 
mise under which the parties would relinquish their right 
under the formula in return for other benefits they find 
compensatory. 
The WUI Proposals 
in ae latest round of comments, WUI suggested three 

different proposals for changing the formila. First, it 
recommended that the formula be amended by the Commission to 
provide that each carrier now operating as a unit be accorded 
only one vote in the International Formula Committee. This 
would eliminate the situation where ITT casts four votes in 
the Committee because of. its acquisition of All-America 
Cables and Radio, Mackay Marine Corp., Commercial Pacific 
Cable Company and Globe Wireless Incorporated. It would also 
eliminate one vote of RCA Globcom's. WUI states that 1f£ Chis 
change were made, any reluctance of the other carriers to 
submit disputes to the Committee would disappear and it would 
function more efficiently. We agree and do not oppose this 


suggestion for change in the formula. 
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Second, WUIL recommends that all unrouted traffic 
be distributed to the international carriers in the same 
proportion as the distribution cf unrouted traffic that was 
made during the period of the Western Union statistical study 
of outbound international traffic (December 1974-February 1975). 
Routed and self-originated traffic would not bé considered in 
determining the distribution of unrouted traffic. 

RCA Globcom believes that this recommendation would 
merit serious consideration. This WUIL proposal would eliminate 
that feature of the formula most objected to by ITT in that 
the securing of additional routed traffic would no Longer 
mean that in certain situations the carrier would auto- 
matically lose unrouted traffic. The WUT proposal would 
not suffer from the unprecedented infirmity of the ITT 
proposal which would hand the carrier securing 4 routed 
message not only that routed message but also an unearned 
bonus of six or seven unrouted and inbound messages as well 

4 
(the "multiplier effect''). Accordingly, under the WUL 


proposal 4 carrier would neither be penalized nor unduly 


rewarded by its solicitation efforts and while solicitation 
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expenses would undoubtedly increase, they would be held at 

a far lower level than under the ITT proposal. Moreover, 

any revenue effect on the carriers of the WUIL proposal would 
be gradual. Each carrier could attempt through increased 
solicitation efforts to dry up the pool of unrouted traffic 
but it would not receive a big bonus if it converted an 
unrouted message into a routed one. Thus, the feature that 
each carrier maintain its relative share of the unrouted pool 
as of a specific period would result in a gradual decline in 


the size of the unrouted pool but not produce a drastic 


change such as proposed by ITT which would shift very large 


amounts of revenue from any one carrier to another in one 
sweeping action. 

In recognition of the different views presented 
and in order to facilitate a compromise solution, RCA Globcor., 
without prejudice to its legal right to a full euvaantthes 
hearing under Section 222(e)(3) and its legal and equitable 
right to have future compensation for the accumulated 
deficiencies in the event this compromise is not effectuated, 


would support the second WUI proposal. 
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The third WUI proposal, however, does not provide 


a satisfactory basis for a change in the formula. This 


oposal has the following parts which according to WUI are 


inseparable: 


‘Replace the separate gateway and hinterland quotas 
by one composite nationwide quota. 


‘Change the basis of the quota from gross international 
tolls to’ the number of messages. 


‘Eliminate specialized treatment given to certain 
classes of service, such as governmental and press 
traffic, and treat all messages the same regardless 
of class. 


‘Eliminate the Area A, B, and C and all subarea 
classifications, and treat each destination country 
as a separate area. 


‘Eliminate WUI's exclusive right to 271 traffic filed 
with Western Union offices in Manhattan sourth of 
60th Street and at designated Western Union offices 
in Washington, D.C. and San Francisco; WUI would 
have the same right to collect traffic in those 
cities as the other IRCs located in those cities. 


‘Eliminate the quotas for both Canadian carriers. 
‘Eliminate Schedule B. 


‘Include all of the RCA Globcom gateway traffic to 
Areas A and B under the formula. 


The first four parts of WUI's third proposal would 


appear to affect all carriers equally and therefore would 
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not be objectionable. RCA Globcom would also not object if 
WUL decided that it would give up its right to traffic filed ¢ 
with certain Western Union offices in the gateway cities under 
the indicated condition. The changes it suggests, however, 
with respect to Schedule B is in an entirely different category. 
It is an unilateral attempt by one carrier to deprive another 
carrier of its legal, contractual and formula rights without 
any substantive factual support or any legal foundation. 

Schedule B was originally devised to recognize the 
contractual rights which RCA Globcom had under arrangements 
with Western Union and further to compensate it for the 
relatively unfair position in which it had been placed by 
the dominant Western Union position that existed at the time 
‘the formula was prescribed.* As described in the Merger Case, 
RCA Globcom "was limited by competitive and contractual 


restrictions in obtaining unrouted out-bound trans-Atlantic 


na 


*Prior to the merger, Western Union channeled nearly all of 
its Atlantic traffic to its cable department, and Postal, the 
only other domestic carrier, channeled its overseas traffic 
to its affiliates, leaving RCA Globcom virtually without 
access to the hinterland market. 
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and Latin-American message . in 1942, . ." eid. at 190 
(Emphasis added). Schedule B was the means by which the 
Commission fixed relative rights and prevented the continuation 
of a preexisting unfair division. By approving Schedule B, 

the Commission was motivated not only by equitable considerations 
because Section 222 specifically provides that the formula 

“will be, so far as is consistent with the public interest, 

in accordance with the existing contractual rights of the 
carriers.’ (Emphasis added). Accordingly, we submit that 

if any action is taken to revise the formula, the Commission 

is required to recognize the contractual rights of RCA Globcom 
to Schedule B traffic. The change as suggested by WUI would in 
effect abrogate those contractual rights without any showing 
that they are inconsistent with the public interest. 

With respect to the WUIL proposal to "include all of 
the RCA gateway traffic to Areas A and B under the Formula," 
after discussions with WUI, it is our understanding shat..i¢ 
intended that RCA Globcom would receive quotas to reflect the 
base period traffic to such Areas originating in the gateways 
as well as the hinterland. Unfortunately, there is a paucity 
of data on the traffic actually handled by RCA Globcom to those 


areas for that period. Further, even 1£ it were available, ic 
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would require a substantial analysis to determine the effect 
such a change would have. Therefore, at this point RCA Globcom 
opposes this WUI proposal until such time as it has been able 
to locate the necessary information and had a full opportunity 
to evaluate it. 
Conclusion 

RCA Globcom submits that the proponents of change 
have not carried the heavy burden of proving that the existing 
formula is unjust, unreasonable, inequitable, and not in the 
public interest. Their proposals suffer from various defects, 
which have been detailed in this and prior comments, and 
would act contrary to the public interest. Therefore, we 
believe that the Commission must again hold that the existing 
formula continues to meet the statutory criteria. 

It is obvious that this proceeding will have a far- 
reaching effect on the public insofar as concerns rates for 
telegram service and the ability of all carriers to provide 
a quality service in the future. In view of this, RCA Globcon, 
subject to its offer of compromise set forth above, again 
asserts its rights to & full and evidentiary bearing on the 


formula question. Without this hearing, RCA Globcom and, 
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more importantly, the public will be denied the due process © 
protection given by the statutory requirements of Section 222. 
Respectfully submitted, 


RCA GLOBAL COMMUNICATIONS , INC. 
s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 


Its Attorneys 
60 Broad Street 
New York, New York 10004 


August 28, 1975 
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I, Mary S. Ruedi, hereby certify that on this 28th 
day of August, 1975, I mailed a copy of the foregoing document 
by United States mail, postage prepaid, to the following: 


Walter R. Hinchman 

John F. Copes, Esq. 

Federal Communications Commission 
Washington, D.C. 20554 


John H. Munroe 
International Quota Bureau 
26 Broadway 

New York, New York 10004 


John A. Ligon, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, New York 10004 


Roger P. Newell, Esq. 

Western Union International, Inc. 
One WUI Plaza 

New York, New York 10004 


J. R. Moman 

TRT Telecommunications Corporation 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 — 


J. A. Berenger . 

The French Telegraph Cable Company 
25 Broad Street 

New York, New York 10004 


Laurence Singer, Esq. 
The Western Union Telegraph Company 
1828 L Street, N.W. 

Washington, D.C. 20036 


633 


H. J. Clarke 

Canadian National Railway Company 
151 Front Street, West 

Suite 532 

Toronto 1, Onturio, Canada 


Lee M. Mitchell, Esq. 

Sidley and Austin 

1730 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


United States Liberia Radio Corporation 
1200 Firestone Parkway 
Akron, Ohio 44300 


William English, Esq 
Comsat General Corporation 
940 L'Enfant Plaza, SW. 
Washington, D.C. 20024 


s/ Mary’ S. Rue di 
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Before the 
FEDERAL COMMUNICATIONS COMMISSIC:; 
Washington, D.C. 20554 
In the Matter of ) 
) Docket No. 19660 
International Record Carriers’ Scope ) Rm. - 696 


of Operations in the Continental United ) 
States Including Possible Revisions to the ) 
Formula prescribed under Section 222 of ) 
the Communications Act ) 


REPLY COMMENTS OF ITT WORLD COMMUNICATIONS INC, 


I7T World Communications Inc. (ITT Worldcom) kereby submits 
its Reply Comments in the above captioned inquiry into revisions of the 


International Formula. Throug.. the ten~plus year history of this pro- 


' ceeding ITT Worldcom has conclusively demonstrated thet substantial 


revisions to that Formula are necessary. ITT Worldcom has proposed a 

revised Formula to distribute unrouted in Proportion to routed traffic; as 

will be seen hereefter it also regards the all-routed Sugcestion made by 

The Wester Union Telegraph Co. (Western Union) and by the Office of Tele- 

communications as an acceptable alternative revision to the existing Formula. 
With the completion of this fifth round of formal pleadings, and the 

completion of a lengthy and detailed traffic Study by Western Union, this 


i/ 


matter is clearly ripe for Commission decision. 


1/ Any "hearing" reqitirement either from the Communications Act or the 


Administration Procedure Act will have clearly been satisfied at this 
point. No material issues of fact are in dispute so that an “oral, 
evidentiary hearing" is clearly not required or needed. 
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ITT Worldcom has shown -- throughout the numessus pleadings 
which have been required in this proceeding -- the clear necessity for 
substantia! revision to the existing Formula; those carriezs urging the 
maintenance of status quo have completely failed to rationalize their 
position with the statutory requirement that the Formula Se "just, reason- 
able, equitable and in the public interest" Se Commission should 
therefore now act to replace the anachronistic Formula existing today wit 
a Formule which satisfies the statutory mandate at the ezrliest possible 
moment. 

ITT Worldcom has proposed a revised Formula which would 
distribute unrouted traffic to a carrier in proportion to the routed 
traffic transferred to that carrier, by Western Union, for transmis- 
sion via such carrier! direct circuits to ‘overseas points. Such 
a Formula would giendy provide a reasonable distribution of 
unrouted traffic; would foster the Commission's policy favoring com- 
petition among international record carriers; and, by <binecne many 
of the complexities of the existing Formula, would almokty the administra- 
tion of the Formula. Recognizing, however, the gavacd expressions by 
Western Union of concern with the administrative. burden to it of any Formula, 
ITT Worlccom would be agreeable to a further simplification in the Formula 
administration. Rather than maintaining separate Formu!2 distributions 


2/ The socalled, "compromises" proposed at the eleventh hour by Western 
Union International, Inc. are both insubstantial anc wholly inadequate. 
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by destnation country, as proposed, the Formula couls = 
Provide = single worldwide distribution of unrouted traflic im sroportion to each 
participéting carrier’s share of routed Western Union t-2 siers (i.28., the cata 
base would be all U.S, origin Western Union transfers to all overseas destina- 
tions with no further delineation of traffic -- except as between routed and 
unroutec, and international carrier by which routed). 

fnother acceptable alternative has Previously b2en urged by 


Western Union, and recently endorsed in the draft repo. préd2red by 


oud 
the Office of Telecommunications of the U.S. Department of Commerce, 


i.e., elimination of a Formula, as such, and instead resuirins that all 
telegraph message traffic filed with Western Union be ssecizically routed 
by the sender. While noting the concerns expressed in wne Supplemental 
Comments of RCA Global Communications, Inc. (respesting the all-routed 
Proposal in the Office of pel dcomriei eee Report). that a customers 
routing mey be improperly influenced ly the name similesty betveen 
Westem Union and Western Union International, as well as ITT Worldcom's 
earlier exoressed comments of a similar nature, ITT Wosiacom has cc ne 
to the view that this problem can be somewhat alleviated through the 
institution of appropriate administrative Procedures on the part of Westecs 
Union, ard its employees and agents. 
3/ While this Report has apparently not been formally 3lee2 sith the Com- 
mission @s part of this Docket, it has received wid2 circulation, in- 


cluding, at least,..the carriers having an interest in the Formula and 
the Commission's Staff, 


! 
o> 
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The all-routed prcposé. has the virtue, as noted in the Office 
of Telecommunications report, of providing a “true competitive Sohutind. " 
It would place all carriers on én equal competitive footing and thereby 
further the Commission's policy goal of stimulating competition among 
communications carriers. It is also most consistent with Western Union's 
concern for administrative sim;lificetion of its Formula responsibilities, 

ITT Worldcom does, however, disagree with the suggestion in 
the Office of Telecommunications report that implementation of its all- 
routed proposal should require a three-year phase-in period. The only 
significant effort required for implementation of an all-routed approac 
is the development of Western Union message acceptance procedures 
which will assure fairness of customer sdlection for allIRCs. This effort 
should easily be accomplishable within six months after Cormmission deter- 
mination to adopt an all-routec approach, including time for Commission 
approval of such acceptance procedures, 

In conclusion, ITT Woridcom submits that the extensive record in 


this proceeding demonstrates beyond argument that the existing I:.°2r- 


national Formula is contrary to the public interest and iss. vful. ITT 
Worldcom has proposed a revised Formula which relates unrouted traffic 


to the routed traffic received by a carrier. An alternative and equally - 


acceptable Formula revision has been proposed by the Office of Tale 
communications, and suppor-ed by Western Union, to recuire €ll ou:- 
bound traffic to be routed by the sender. Either of these proposals is 
consistent with the Formula re 
cations Act, and, as well, 

The record is now cor 


Any further delay would be y 


Of Counse! 


John F. Gibbons, Esq. 


Dated: August 28, 1975 


zuirements of Section 222 of the Com=uni- 


with the general policies of the Commission. 


nconscionable, "Let right be dona," 
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plete and the issue is ripe for decision. 


Respectfully submitted, 
ITT World Communications Inc. 


Sepona, 
Howard A. White 
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Its Attorneys 
67 Broad Street 
New York, N.Y. 10904 
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Before the . 
FEDERAL COMMUNICATIONS COMMISSIOy¥ 
Washington, D. Cc. 20554 


In the Matter Of 


Docxet Ne. 19660 
RM-690 


International Record Carriers' Scope of 
Operaticns in the Continental United 
States inclucing possible revisions to 
the Formula prescribed under Section 222 
of the Communications Act, 


Te ee Ne ee es ee 


To: The Commission 


REPLY COMMENTS 
phan ote 


Western Union International, Inc. (WUI) nereby 
Submits its Reply Comments in compliance with the Commission's 
Order of August 19, L975, extending the time for reply comments, 

Summary 

The principal proponents of change in the International 
Formula, ITT World Communications, Inc. (ITT) and TRT Tele- 
communications Corporation (TRT), have now had ag opportunity 
to fully substantiate their contentions that the Formula needs 
revision. It is remarkable, therefore, that in their respective 
Supplemental Comments filed August l, 1975, neither TRT nor 
ITT has found anything significant to add to its previous 
insufficient case. When the ITT comments are analyzed, it 
can be seen that ITT has Made but a single substantive point. 


That is, the various Carriers do not receive the same percentage 
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of unrouted transfer traffic as they do routed transfer traffic. 
From this well-known undisputed fact, ITT 2e€aps to the conclusicna 
tnat the Pormula is "unjust, unreasonable, inequitable and not 

in the public interest". ITT's reasoning is circular and 
unpersuasive. Because routed and unrouted ratics are disparate 
the Formula should be changed to make them idenczical, according 
to ITT. 

The TRT comments are Similarly devoid of any rational 
connecticn between its Proposal and either logic or the public 
interest. TRT's petition does little more than soint to the 
differences between routed and unrouted transfer traffic, 
without Gemonstration of any logical connection. TRT adds 
calculations purporting to demonstrate TR's belief that the 
impact of either the TRI or the ITT proposal upon the inter- 
national carriers will be Slight. WUI disputes <he accuracy 
of TRT's calculation of the impact on WUI. However, assuming 
arguendo its validity, TRT's argument is two-edced. If the 
impact of a Pornula change on the international carriers is 
in fact slight, there really is no justification for the 
Commission's devotion of Substantial resources to the investigation 
of the change in the Formula, since the public is not affected 
at all. 

To the extent that the Formula needs acy amendment 
at all, the process can be accomplished far more efficientiy 


by using the existing mechanism for resolving Forzula disputes. 
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This is the reasoning underlying WUI's Proposal No. 1 in its 

August 1, 1975 Supplemental Comments. WUI believes that if 

the votirg provisions of the International Formula Committee 

(IFC) were to be modified to make it a representative body, 

and the Commission's Staff were to take an active and 

constructive role in the IFC deliberations, the carriers ; 
would in a relatively short time agree upon a Formula 

modification that would meet the essential requirements 

of all parties. The Commission would then be able to impose 
reporting requirements and deadlines. 

Similar procedures have proved effective in other 
situations where a number of carriers with seemizgly irreconci-~ 
lable views reached a consensus through negotiations under 
Commission guidance. For example, the members of the Marisat 
consortium managed to obtain substantial agreemert on almost 
all of the aspects of a $100 million dollar System to accomplish 
an unprecedented task. Similarly, negotiations tnder the 
Commission's insistence have resolved complex issues by partici- 
Pants with widely divergent view points in areas such as the 
rates and conditions of circuits offered by the fell System to 
other common carriers. 


Consequently WUI urges that the Commission adopt WUI's 


Proposal So. 1, contained in its Supplemental Comments, and 


amend tie Formula to provide for one vote for cich carrier. 
Phe carriers should thereupon be required to mest for sericus 
negotiations to adopt any appropriate amendments tc the Formula 
ror approval by the Commission. Such a procedure would be 
an full accordance with Section XI of the Formula which requires 
that dissutes among interested carriers be subm:tted to 
the IFC for resolution. WUI's alternative Propcsals No. 2 
and No. 3 (in our Supplemental Comments) could ‘srm the basis 
for IFC negotiations because neither proposal serves partisan 
interests of any single carrier. 
ITT's Proposal Is Deficient 

In its Supplemental Comments, ITT failed to address 
the practical problems and inconsistencies inherent in its 
proposal. WUI has already demonstrated in its Supplemental 
Comments the illogic of tying the distribution of unrouted 
traffic, which is mostly social, to routed traffic which is 
mostly business. Nor has ITT provided any detaiis of how 
it proposes to distribute traffic destined to the Many points 
to which no carrier has an “authorized direct circuit". 

Since ITT's proposal would limit the benefits of the 
Formula to those carriers with "direct circuits" to particular 
overseas cestinations, it is necessary to examine this concept. 
ITT does not provide a definitiion of a "direct circuit". 


Upon examination, this concept appears to be vague and there 
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arc many possible definztions. For example, a destination to 
which there is an "autherized direct Circuit" could be defines 
as: 
(1) A destination country to which there 
is a physical c-rcuit directly from the continental 
United States that does not pass through an inter- 
mediate country; 
(2) A destination coun xy to which there is 
a circuit that Eight pass through an intermediate 
country, but wits a continuous electrical connection; 
(3) A descination country served by a circui: 
which passes thrsugh an intermediate country with an 
automatic switch; 
(4) A destination country to which traffic is 
forwarded manually or Semiautomatically from an inter- 
mediate country; 


(S) A destination country with whom the U.S. 


Carrier has a 50-50 division of tolls, regardless 
of circuit conficsuration; 

(6) A destination administration with whom 
the U. S. carrier settles accounts directly, regardless 
of the ratio of tte division of tolls and of the 
circuit configuration; 


Eve SS destination administration with whom 
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shere is direct settlement of accounts by the U. S. 
carriers but the traffic transits an incermediate 
country which is compensated on a per-word or message 
Sasis; or 

(8) A destination administration in the same 
circumstances as (7), except the intermediate country 


is compensated on a flat monthly basis. 


The above examples are more than hypothetical. Other 
real complexitias exist, such as message traffic <o the U. S. 
Virgin Isiands, where WUI operates through arn affiliate and 
receives TC. S. Mainland traffic retransmitted fre=a Puerto Rico. 
Query: does WUI have "authorized direct circuits” to the 
Virgin Islands within ITT's concept of a revised Formula? 

WUI does not argue that any one of the above examples 
should cor=rol ITT's definition of “authorized direct circuits." 
However, the existence of the numerous possible cefinitions 
will inevicably lead to disputes in the administration of the 
Formula urcer ITT's proposal. 

In seeking to make the distribution of =<nrouted traffic 
dependent <pon the pattern of routed traffic transferred by 
The Wester= Union Telegraph Company (WUTelCo), ITZ inconsistently 
ignores the significant amount of traffic generated by WUTelCo 


Telex anc TWX subscribers and filed with the internationai 
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aeriers through direct access connections. aA WUTelCo Telex 
Cusscriser who desires to route @ message via WUI coulda either 
Gia2 6461 to reach WUI's computer directly, or 6161 to send a 
routec aessage to WUI's computer via WUTelCo's computer 
facilities. if would apparently regard the 616l1-dialed message 
aS routed via WUI, but not so for the 6481-diaied message, 
Obviously a subscriber dialing either number is manifesting 

his intentign to route specifically via WUI. This inconsistency 
in ITT's proposal is another indication that ic is ill-conceived 
and unwerkable. 

The avowed rationale of ITT's proposal is that the 
share cf routed traffic that a carrier obtains is solely 
dependezs: on the quality of service. ITT argues that a 
carrier with a higher proportion of routed traffic has a 
better service ang Should be rewarded by a greater share of 
unroutec traffic. This argument rests upon a fallacious premise. 
Since the quality of service for Outbound traffic is the same 
for all Cestinations due to the uniform treatment required 
by the carriers’ message Switching computers, the Proportion 
of routed traffic Should be roughly the same resardless of 
the country of destination. Such is not the case, however, 


Attachment aA hereto shows the distribution Of routed 
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transfer traffic to various destinations. Each carrier has 

a Wide spread between the lowest and the highest share of 
routed craffic to particular countries. 7sr example, RCA 
ranges =rom 2.5% for Cuba to 45.5% for Irar. wWcI's ranges 

from 21.1% to 63.5%. It is inconceivable that such disparities 
could te explained solely by a difference in service quality 

to these various countries of destination. It is more reasor.- 
able to assume that a carrier's share of the routed market to 
any country is also affected by the amount of solicitation 
directec to customers with Significant traffic to that country, 
and on an historical associatic: of a particular carrier with 
that country. 

For example, TRT has a low market shzre to all 
countries except Central and South America, the Caribbean 
area, azxd Germany, where its share is Significantly higher. 
TRT has of course a long history of service to the Latin 
American countries, and has concentrated consicerable effort 
to developing traffic to its recently acquired European direct 
service points, such as Germany. Likewise, RCA has an 
ni dtendeal antebinbton with the Pacific area, and consequently 
has a generally large share of routed trafcis so that area. 

It is apparent that market share is dependent o= many factors 
in addiscion to service quality, and ITT's avowec rationale 


is cleariy invalid. 
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-RT Positicn is Unsound 

TRT's Supplemental Comments add little or nothing 
new tO this case. TRT also fzils to draw any logicai connection 
between routed business traffic and unrouted social traffic. 
Like ITT, TRT relies solely on the fact that the distribution 
ratios of route: and unrouted traffic are not the same -- a 
weli-known phenomenon due larcely to historical and marketing 
factors. TRT's evaluation of the impact of its suggested 
amencment to the Formula is net valid, since it includes the 
revenues of the carriers from telex and leased channel traffic. 
Osviousiy, this overall revenze cannot be used to measure the 
effect upon the U.S. carriers sf artificiaily-induced shifts in 
telegraph message traffic. 

Furthermore, the calculation in TRT's Table 5 
indicating an annual loss of $311,342 for WuUI grossly under- 
States the results. TRT ignores the fact that a large part 
of the traffic that WUI would lose under TR's Formula revision 
iv iestined to the United Kincézom, for which WUI handles both 

«inals and retains more thax: the average revenue per unrouted 
message utilized by TRT in its calculations. Nor does TRI 


give any recognition to the loss of reciprocal inbound traffic 


derived from proportionate return agreements with overseas 
™ 
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correspondents. WUI estimates that its actual revenue loss 
would be approximately twice chat of the erroneous TRT estimate. 
RCA Addresses Irrelevant Issues 

RCA Global Communications, Inc. (RCA) devotes a 
substantial portion of its Supplemental Comments to a discussion 
of a draft report prepared by the Office of Telecommunications 
of the U. S. Department >£ Cc=merce. This report contains a 
recommendation that customers be compelled to specifically 
route all of their overseas messages via a particular carrier. 
Obviously, it would be impraczical to force the senders to | 
specify a carrier routing. Would the sender be denied service 
if he declined to choose a specific international carrier 
when filing an international =essage through WUTelCo's central 
teiephone bureau? Since the Commerce Department draft report 
has not been formally adopted, nor officially placed before 
the Commission as an alternat:ve in this case, WUI does not 
believe that it is relevant herein. If the Commission is 
disposed to consider this draz= report, it should so advise 
the carriers and give them an Opportunity to comment. 

WUI regrets that RCX has chosen the Commerce 
Gratt report as an excuse to launch an irrelevant and ee 
founded attack upon WUI's corporate name by alleging public 


confusion from the Similarity of names between WUI and the 
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domestic telegraph company. This anachronistic issue was 
vigorously debated 15 years aco in the Docket No. 6517 
Divestment Case, and was resolved in favor of WUI's use 
or its corporate name. Wester Union Divestment, 30 F.C.C. 
323, 3434; affirmed upon recorsideration, 30 F.C.C. 951, 967-8. 
The unfair advantages accruing to RCA from its giant 
conglomerate corporate family of the same name and identical 
logo are overwhelming. Notwitistanding, that the Commission is 
just now considering additiona2 gateway cities, RCA maintains 
an unfair pervasive hinterlané presence and identity throug_ 
the RCA Service Company which, among other things, maintains 
and supplies teleprinters to hinterland customers who can use 
this equipment to send international messages. Attachment B 
hereto depicts RCA teleprinters available to the public in 
the hinterland. 
RCA's irrelevant attack upon WUI in pages 13 through 
18 of its Supplemental Comments should be disregarded. RCA 


relies upon an alleged market survey whose alleged summary 


results are quoted by RCA, without disclosure of the necessary 
parameters required to evaluate the adequacy and objectivity 
of the alleged survey. It is well known that the results of 
_@ questionnaire are influenced sy the manner in which the 
sample is selected and the gGueszions posed, and by the methodolos« 


used in tabulating and analyzing the answers. : 
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Conclusion 
In its Supplemental Comments of Ausgest 1, WUI has 

prese=ted proposals for Streamlining the Formula, and energizing 
the International Formula Committee, without the disruptions 
entaiied by the ITT/TRT proposals. If the Commission does 
believe that the passage of time since the Formula was adopted 
requires some modification therets, any of the three proposals 
set ott by WUI would Provide a far more beneficial result 
than the Simplistic, but drastic, ITT/TRT proposals. However, 
WUI reiterates that the issue of Fornula revision is a tempest 
in a teapot which is unworthy of the time and effort of the 
Commission and the industry already consumed. This is not a 
burning public interest issue. Accordingly, the Commission 
woule be well-advised to terminate this Formuia proceeding. 

Respectfully submitted, 

WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell 
Senior Attorney 


One WUI Plaza 
‘New York, New York 10004 


Dated: August 28, 1975 


Destination 


France 
Germany 
Greet Britain 
Italy 
Switzerland 
Arabia 
Argentina 
Baharas 
Colorbia 
Cuba 
Pevascr 
Jeralre 
Pucrto Pico 


Veneeunls 


Tot‘al 
Routed 
$425 
6533 
13513 
6275 
2479 
2650 
3375 
695 
4145 
2410 
3355 
2518 
6906 
4€43 


S3-rce: WiTelCo 13-week 


Distribution of Routed Transfer Traffic 
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Analysis: Go: Frouce: tealiic 
base? o7 Wie Styty 


Destination 


Australia 
Hong Kong 
India 
Iran 
Jape> 
binyapore 


Thailand 


Eeze: Percentages ray; not total to 10%t due to orission of “other” catagory. 


Weaiitonan © acreh © fot 3M5 pret tercetty one t yea! lease 
(Segtoty Me yner ice BC Gay beane ) 
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Now —- lease Teletype equipment from RCA for 
st $45 per month on 1-year lease (send/receive 
del 33KSRA) including maintenance. With dial 
p set, only 90¢ a day more! (Slightly higher for 90- 
y lease.) 

‘rompt installation and maintenance services by 
CA technicians based in over 149 cities 
Jelivery through our coast-to-coast warehouse 
el work 

“slor:atic unaltlended operation 

uilt-in dial Capability 

lernate voice communications 

rcuon or sprocket (pin) feed 


Wh2ts so great about 
Teletype‘equipment 
leased from RCA? 


The ACA technician is the important differ- 
ence you get with an HCA lease... no matter 
which Teletype data communications equip- 
ment you select As a key man in the nahion- 
wide RCA service organization, he Stands 
behind the Teletype you lease trom us, ready 
to Serve you promptly, skillfully 


Just one more way anACA lease Can 4ave you 
time, money and trouble 


Pictured: 33ASA equipped with 10'S Data 
Set forDial-up” service.. . just $84 per month 
including maintenance. interfaces with Bell ¢ 
System 10018 (CBT), 10010 (CBT) and 
100 1A (COS) of Western Union T for TWX 
use. Other Teletype printers trom $42 per 
month. Full line of accessorios, plus system 
Planning assistance tool : 

For full details, cai! or write: 

RCA Service Company 

A Division of RCA 

Technical Services 


Cherry Hill Bidg. 204-2 
Camden, N J. 08101 Res 
Phone (609) 779-4124 


“Registered Tradurmark of Teletype Corp 


Circle 69 On reader pernice card 
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nterlaces with Bell System 1001B (CBT), 1001D (CBT) Source: Communications News 
Br 3 1091A (CBS) or Western Union TAA for TWX use. 


ful de'ais and rates calt or write: 

Ser.icé Company, A Division of RCA, 
1 4’ Ser, te5. Bldy 204-2, Camden, NJ 08101. 
6 (049, 779-4129 


j°.2 1 sere 79 mark Of ATET Cc 
. $° ) Tratemark of Teletype Corn 
TTT One ee eek NY FA AEP AOS. COU Al le Bh tn Semen 
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CERTIFICATE OF SERVICE 
ph tS 2 PA 
I, Susan Braitman, de hereby certify that a copy 
of the foregoing Reply Comments has been sent by United 


States mail, postage prepaid, to the following: 


Joseph J. Jacobs, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, New York 10004 


Carl J. Cangelosi, Esq. 

RCA Global Communications, Inc. 
60 Broad Street 

New York, New York 10004 


Roderick Mette, Esq. 

TRI Telecommunications Corporation 
1747 Pennsylvania Avenue, N.W. 
Washington, DBD. C. 20006 


Jack Werner, Esq. 

The Western Union Telegraph Company 
1828 L Street, N. W. 

Suite 1001 

Washington, D. C. 20036 


Mr. J. A. Berenger 
French Cable Company 

25 Broad Street 

New York, New York 10004 


United States-Liberia Radio Corporation 
1200 Firestone Parkway 
Akron, Ohio (AIRMAIL) 


Mr. D. N. MacLeod, General Manager 
Canadian National Telecommunica*ions 
360 St. James Street, West 

Montreal Quebec, Canada (AIRMAIZ) 


Mr. L. F. Swaine 

Canadian Pacific Railway Co. 
Suite 518 - Place due Canada 
Montreal 3, Quebec 

Canada (AIRMAIL) 
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Mr. John Munroe 
International Quota Bureau 
26 Broadway 

wew York, New York 10004 


William D. English, Esq. 

Vice President & General Counsel 
Comsat General Corporation 

950 L'Enfant Plaza, S. W. 
Washington, D. Cc, 


\ Dated: August 28, 1975 


78/7 Susan Braitman 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


In the Matter of 


International Record Carriers' Scope 

of Operations in the Continental United 
States, Including Possible Revisions to 
the Formula prescribed under Section 222 
of the Commznications Act 


Docket No. 19660 
RM-650 


TRI'S REPLY TO SUPPLEMENTAL COMMENTS 


TRT Telecommunications Corporation (TRT) hereby submits 
its Reply to the Supplemental Comments filed here:n by ITT World 
Communications Inc. (ITT), RCA Global Communications, Inc. (RCA) 
and Western Union International, Ine. ‘WwuI) relating to the 
_ revision of the Formula prescribed under Section 222 of the 
Communications Act for the distribution of outbousd interna- 
tional traffic. In support hereof, TRT respectfully states as 
follows. 

I. The Present Formula Is Clearly Unjust, 
Unreasonable, Inecuitable And Contrary 
2o The Public Interest 

In this lengthy proceeding, numerous pleadings have been 
submitted by the interested carriers. All facts relating to the 
present operation of the Formula and its historical Gevelopment 
are now before the Commission. TRT submits that it is clear from 
the record before the Commisssion that the revisicn of the present 
antiquated Formula, prescribed over thirty years ago, is long 
overdue. The record shows, as outlined on pages 10-16 of TRT's 


Comments submitted on July 8, 1974, that the present Formula is 
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ineguitable, illogical, cumbersome and is detrimental to the 
public interest in that the Formula acts as a disincentive to 
Sempebitien and better service, it arbitrarily assigns and denies 
quotas, it operates in an illogical manner which is inconsistent 
with its obduccives and it unfairly accords the creat majority 
of unroutec traffic to two carriers, RCA and WUI, on a completely 
arbitrary basis. 

In spite of the overwhelming and largely undisputed 
record before the Commission showing the inequities and other 
Gefects of the Formula, the two principal beneficiaries of the 
. present Formula, RCA and WUI, continue to argue in their latest 
pleadings that there is no need for revision of the Formula. 
Thus, RCA and WUI argue that the present Formula should not be 
revised because it has operated satisfactorily fer the last 
thirty some years. By operating satisfactorily, RCA and WUI mean 
that the Formula has functioned to the extent that all unrouted 
traffic is distributed to one or more of the IRC*s and that the 
industry during this period has continued to grow, prosper and 
generally serve the public. 

However, any Formula, no matter how inequitable and 
contrary to the public interest, would operate satisfactorily 
under the criteria of RCA and WUI. For cenpue, a Formula uhich 
arbitrarily assigned all cueoihed traffic to one of the IRC‘'s 
would also “operate satisfactorily” to the extent that unrouted 
traffic filed by the public with The Western Union Telegraph 
Company (Western Union) would be transferred to an IRC for over- 


seas transmission. Even under this patently arbitrary and 


ou . 7 BBG 
inequitable distribution the industry would continue to function 
and serve the public. No matter how arbitrarily and inequitably 
this traffic is distributed, we have no doubt that the suey 
would continue x6 function and serve the public to some extent. 
However, the question is not whether the industry and the public 
it serves could survive a continuation of the present inequitable 
Formula. The question before the Commission is whether the pre- 
sent Formula is “just, reasonable and equitable" and whether the 
public would be better served by a revised Formula. 

RCA and WUI also have argued that any change in the 
present Formula would Fesult in excess plant capacity for the 
carriers now Eeporck under the Formula and require carriers 
receiving increased traffic under the revised Formula to acquire 
additional plant capacity. However, in this regard, it should 
id poked “nae unrouted telesraph traffic originating on Western 
Union's system only represents a 12% of total tele- 
graph traffic handled by the IRC's. It is apparent that any 
change in the distribution of unrouted traffic which may be 
Girected in this proceeding would not result in steudrieene 
excess capacity in the plants of the carriers now favored under 
the present inequitable Formula. It is also apparent that any 
additional traffic which may be accorded the presently disad- 
dantaed carriers under an scudpabi. Formula to be prescribed 
by the Commission could be handied by them with little addi- 


tional plant investment. 


II. RCA And WUI Have Not Presented Anv Basis To 
Justity An ividentiary Hearing 6614 


The present anticzated Formula has been in effect for 
over thirty years. ITT's "Complaint" for revision of the Formula 
has been pending for over ten years. Since ITT's "Complaint" was 
designated for separate investigation in Docket No. 19660 almost 
two years ago, numerous pleadings have been filed by all inter- 
ested carriers. In addition, all relevant statistical data has 
been submitted to the Commission by the International Quota Bureat 
or by Western Union. Although the interested carriers have ex- 
pressed differing views as to the conclusions which should he 
drawn from the data and infermation which has been submitted in 
this proceeding, there is essentially no dispute as to any of the 
material facts relevant to this investigation. 
| . Neither RCA nor WUI have indicated any additional facts 
which they hope to present through any evidentiary hearing which 
have not already been presexted in their pleadings. Certainly, 
RCA‘s Sore | to bring a parade of "experts" before an Adminis- 
trative Law Judge to “testify” to their opinion as to how the y 
Commission should decide this case is an obvious delaying tactic 
which should be summarily rejected by the Commission. 

III. Proposed Revisions Of The Other Carriers 

A. Western Union ~ 

Western Union has suggested that the sender be requirec 
to specifically route all international traffic via one of the 
IRC's. This suggestion is supported in a draft report prepared 


by the Policy Support Division of the Office of Telecomnunications 


U.S. Department of Commerce. The other IRC's in their "Supplement 
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Comments", we believe, have adeguately shown that this suggestio- 
is impractical. We will merely add to the comments of the other 
IRC's by pointing out that Western Union's proposal also aig rcs 
even achieve Western Union's goal of reducing its involvement in 
the routing of traffic amons the IRC's. It seems quite apparent 
that if customers were required to route all traffic substantial 
Western Union operator time would be required to explain the avaii- 
able routing options to customers, increasing Western Union's 
landline haul costs. Moreover, it is inevitable that Western 
Union would be continually involved in disputes with the IRC's 
relating to whether its operators have fairly and adequately ex- 
plained routing options to customers. 

Western Union has also suggested as an alternative that 
all unrouted traffic be transferred to the IQB or some other | 
agency of the IRC's. This suggestion, although relieving Western 
Union of an apparently unwanted function, would Clearly delay the 
transmisssion of unrouted traffic and should be rejected out of 
hand as contrary to the public interest. 

y | B. WUI's Proposal 

WUI, perhaps in recognition of the weakness of its 
basic position iat the present Formula should not be revised, has 
for the first time suggested alternative revisions in its 
‘sucnlenental Comments”. — of these are patently designed 
to allow WUI to continue to enjoy a large measure of the unfair 
advantages accorded to it under the present Formula. 

WUI's Proposal No. 1 is not really a proposal for 
revising the Formula but rather a proposal to delay any revision 


of the Formula. Thus, WUI suggests that the carriers themselves 
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agree to emend the Formula within the Internaticnal Formula Com- 
mittee (IFC). As even a cursory reading of the civergent views 

in the pleadings in this proceeding reveal, however, it is quite 
apparent that all interested carriers could not agree on the appro- 
priate revisions of the Formula. Since WUI seexrs concerned about 

a revision of the present voting rights of the carriers within the 
IFC, it may be suggesting that the Formuda be revisecé in accordance 
with the majority vote of the IRC's. TRT, of ccurse, strongly 
objects to any proposal for the Commission ind arene its respon- 
sibilities for revision of the Formula to an IRC plurality. 

WUI's Proposal No. 2 is to continue in perpetuity the 
present inequitable distribution of unrouted tratfic as reportec 
in the Western Union study. This would obviously do nothing to 
correct the present inequities under the Formulae and would pro- 
vide no basis for a modification of the distribution of traffic 
to reflect current conditions. 

WUI's Proposal No. 3 would be a minor improvement over 
the present Formula in that some of the glaring enomalies would 
be eliminated. However, distribution still would unreasonably 
be based essentially on the market shares of the carriers in 
1942. Moreover, there also would be no mechanisa to modify the 


distribution of traffic to reflect current conditions. 


Pa 


C. tT! s. Proposal 


ITT proposes to have all unrouted traffic cistributed 
to the IRC’s having direct circuits to a country in proportion 


to the number of routed messages each carrier received from 


Western Union. In this regard, we agree that the distribution 
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of unrouted traffic in Proportion to each carriers share of 


Western Union routed traffic provides a logical ané equitable 


distribution method which recognizes the competitive nature of 
the industry. However, ITT by proposing that traffic only be 
routed to carriers Operating direct circuits has introduced an 
element which would have an anti-competitive effect nearly as 
great as the present Formula. ITT's proposal would ceprive 
smaller carriers of a fair share of unrouted trattie for the 
enrichment of the larger carriers. Thus, the effect of ITT's 
proposal would be to tend to keep the small carriers small and 
the large carriers large perpetuating the present competitive 
imbalance within the industry. Sicenver, there is absolutely 
no reason to Ceprive a carrier Operating indirectly to an over- 
_ Seas point of a share of unrouted traffic proportional to its 
share of routed traffic which it is able to obtain in competition 


with the other carriers. ‘, 


In support of its proposal, ITT states the @istribu- 
tion of any unrouted traffic over indirect routes would frustrate 
the Commission's determination of the amount of competition among 
IRC's which is reasonable and in the public interest. We are 
somewhat at a loss to understand what ITT means Sy this statement. 
The Commission has, of course, always permitted carriers to com- 
pete for traffic over indirect routes and to our knowledge no 
Ane has ever denied that such competition is in the public 
interest. In a similar vein, ITT argues that the distribution of 
any unrouted traffic to carriers operating indirectly would 
_deprive a carrier of traffic to points which the Commission had 


authorized it to serve directly and reward another carrier 


not so certified. In response to the argument, suffice it 

Say that the Commission in eztherizing direct circuits, clearly 

never intended to grant a monopoly to those carriers receiving 

direct circuit authority. B65 
ITT further argues that the distribution of any un- 

routed traffic over indirect routes would result in a lower 


@ 


quality of service to the puslic. In this regard, TRT will agree 

that all other factors being equal direct service can be expected 

to resvlt in better service than indirect service. However, all 

other factors are never ecuai. Especially with respect to nes- 
sage traffic, direct versus indirect routing is a relatively 


minor factor affecting overall service quality. Thus, indirectly 


routed traffic is usually automatically switched in the transiting 


rt 


country and received in the terminating country moments after i 
is transmitted by the origineting carrier. Thus a much more sig- 
nificant factor affecting overall service quezlity is the speed 

and accuracy of the originating IRC in formatting and sending the 
message, whether it is transmitted to the country of destination 
over a direct or an indirect route. 

TRT receives substantial routed traffic via its perce 
routes which, we betinee, indicates customer satisfaction with 
TRT's services. Thus, we stbmit that to the extent that TRT or 
another carrier is capable 5£ successfully competing for and re- 
‘taining routed traffic via its indirect routes, it should not be 
artificially excluded from handling unrouted traffic to those 
points as proposed by ITT. 

Finally, ITT argues that the distribution of any un- 


routed traffic over indirect routes would produce an unneces~- 
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sary impact on the US balance of payments as a result of lower 
US retainec revenues. . RCA at page ll of its Supslemental Com~ 
ments makes a Similar argument. ITT and RCA impliedly assume 
that the retained revenue on indirectly routed traffic is sig- 
nificantly lower than for directly routed traffic. This is not the 
case. The retained revenue for indirectly routeé traffic is 
generally comparable to that applicable to directly routed 
traffic. in this regard, TRT compared the division of tolls on 
file with the Commission for the top 21 uae traffic points 
as reportec by the Commission. To 11 of these points TRT operates 
indirectly although one or more of its competitors operates directly 
To two of these major points TRT's retained reverues were actually 
higher than its competitors operating on Gdivect cirenits. Overall, 
TRI's retained revenue for these‘ll points was, cn the average, 
less than a pexny per word lower than its competitors operating 
via direct circuits. 

Moreover, the minhddiey ae unrouted traffic that would 
be transferred to carriers operating on indirect routes quite 
obviously would not be sufficient to materially affect the inter- 
national balance of payments. A carrier generally oserates on an 
indirect basis to overseas points because it has not yet built 
up sufficient traffic to that point to justify a direct circuit. 
Under a formula which transfers unrouted traffic in proportion to 
sak carrier's share of routed traffic, only a minor share of 
unrouted traffic would be distributed over indirect routes. 
Certainly, any de minimis effect which the transfer of un- 
routed traffic to indirect routes might have on the international 


balance of payments does not justify ITT's inequitable and 
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anti-competitive proposal ény more than it would justify the com- 
plete exclusion of carriers from markets for which they have not 
been authorized to operate direct circuits. 

IV. RT's Proposal 

TRT on pages 16-20 of its Comments filed herein on 
July 8, 1974 has proposed two alternative revisions of the Formul:z 
which, we respectfully submic, will provide equitable and logical 
methods for proportioning unrouted traffic. In seeking an equit- 
able, logical method for proportioning unrouted traffic among all 
IRC's, the two fundamental criteria shoulda be simplicity and flexi- 
bility. The simplest methoé, and a fair method, would be to pro- 
portion unrouted traffic ectally between all IRC's serving each 
destination without regard +o message category or length. 

TRT’s second alternative proposal is essentially that 
each carrier should be allocated@ a percentage of unrouted traffic 
to each destination it serves directly or indirectly in proportic=- 
to that carrier's share of the total routed Western Union traffic: 
We submit that this is a losical and fair method which gives due 
recognition to the verdict of the marketplace as to the relative 
Capabilities of each IRC to handle the traffic. Moreover, it is 


a method which rewards rather than penalizes a carrier for carry- 


ing specifically routed traffic, and one which provides an incen- 
tive rather than a disincentive to improve the services it pro- 


vides to and rates charged the using public. 


RCA implies that the implementation of TRT's proposal 
would have a severe adverse impact on its operations, alleging 
at page 12 of its “Supplemental Comments" that it would lose 


approximately $3,000,000 of outbound GIT per year under the TRT 
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Plan. However, we submit that a more meaningful measure of the 
impact of the revisions Proposed by TRT is set forth on Table 5 
of its Supplemental Comments. Table 5 shows the effect of TRI’ s 
Proposed Formula revision in terms of net US retained revenue, 
which ‘excludes Peyouts to foreign correspondents. As shown on 
Table 5, RCA's revenue loss under TRT's proposal would be $1,229,98 
or only aprroximately or its total revenues from regulated 
operations. 

WUI argues at Page 13 of its "Supplemental Comments” 
that ITT's provosal and by implication TRT's also is arbitrary 
by making the distribution of unrouted traffic Cependent on the 
: distribution of routed traffic. In this regard, wut argues that 
routed traific is by and large business oriented traffic while 
unrouted traffic is largely social traffic. However, we submit 
that each Carrier's share of routed traffic provices the only 
objective measure available of the public's view as to the rela- 
tive merits of the various carriers. Moreover, we note that WUI, 
although arguing that the proposals of ITT and TRT are Lllegical 
and arbitrary, does not even contend that there is any logical 
basis for the existing Formula or any of the revisions which it 
has proposed. | 

WHEREFORE, TRT respectfully requests the Commission to 
promptly revise the Formula to provide for distribution of un- 
routed traffic which will be just, reasonable, equitable and in 


the public interest. 
Respectfully submitted, 
Cane wae CATIONS CORPORATION 


1747 Pennsylvania Ave. NW ° Kv bat sal Ym 
- Washington, D.C. 20006 


August 28, 1975 


Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 
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In the Matter of 


International Record Carriers' Scope 
of Operations in the Continental 
United States, Including Possible 
Revisions to the Formula Prescribed 
under Sectign 222 of the Communica- 
tions Act. 


Docket No. 19660 
RM-690 
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REPLY OF WESTERN UNION 


The Western Union Telegraph Company (Western Union) 
herein files its Reply to the Supplemental Comments of Western 
Union International, Inc. (WUI), RCA Global dcmnntepeiane, toes 
(RCA), ITT World Communications, Inc. (ITT), and TRT Tele- 
communications Corporation (TRT) in the above-referenced 
proceeding. | 

1. Without addressing the merits of the IRC's suggested 
changes ‘in the international formula, Western Union again 
emphasizes its position that there exists ng reason why 
it should continue to play a role in the distribution of ba 
unrouted cablegram traffic. Western Union's burden in such 
’ @istribution should be eliminated or greatly reduced, e-g-, by 
requiring that all cablegrams be specifically routed by the 
sender or by having Western Union transfer all unrouted 
traffic to the IQB for Avateiberion. 

2. As Western Union has previously stated, we find that 
the existing Formula is becoming increasingly incompatible 


with requirements of the modern handling and processing of 
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international telegrams. The implementation of the changes in 
distribution under the Formula impeded to some extent the efficient 
handling of international telegrams even in the past, when 
such handling was done manually. The problems of implementing 
the Formula in the context of Western Union's computerized 
switching system present much greater problems. In this 
regard, it is estimated that the capital cost of programming 
the Company's computers to provide the current distribution 
would be ap;roximately $150,000. Substantial additional 
programming cost would be incurred each time changes in the 
existing distribution would be made pursuant to the Formula 
quota provisions to reflect changing traffic patterns. 
Finally, one proposal of WUI is worthy of specific com- 
ment. That carrier suggests, as one alternative to the present 
method of distribution, that the carriers themselves could work 
out amendments to the international formula which would be 
acceptable er all participants. While this suggestion or 
other similar alternatives may be attractive to the other 
IRC's, if Western Union continues to be part of the distri- 
bution procedures no change should be made without the 
concurrence of Western Union. Additionally, whatever method 
of distribution is adopted should be simple, and compatible 
with Western Union's method of operations. For example, fre- 
quent changes should be avoided and the language of the 
revised Formula should be complete and precise making clear, 


among other things, that all capital costs incurred by 
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Western Union be borne by the international carriers. 
In sum, Western Union again urges the Commission to 
find an alternative’ to Western Union's role in the distri- 


bution of unrouted international messages. 


Respectfully submitted, 


THE WESTERN UNION TELEGRAPH COMPANY 


( Keb te! eae 


Jack Werner 


By 
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Laurence Singer 


1828 L Street, N.W. 
Suite 1001 
Washington,!D. C. 20036 


Its Attorneys 


Of Counsel: 
R. C. Hostetler, Esq. 
One Lake Street 
Upper Saddle River 
New Jersey 07458 


August 14, 1975 


CERTIFICATE OF SERVICE 


I hereby certify that I have this day served a copy 


of the foregoing document, 


Commission on behalf of The Western Union Telegraph Company, by 


United States mail, 


Walter R. Hinchman, Esquire 
Chief, Common Carrier Bureau 
Federal Communications Commission 
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Washington, D. C. 20554 
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Western Union International, 
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Mr. J. A. Berenger 
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John F. Copes, Esquire 
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Before the 
Federal Commimications Commission 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 


International Record Carriers’ Scope of 
es RM-690 


Jperetions in the Continental ‘i:ited States, 
Including Possible Revisions to whe Formula 

Prescribed Under Section 222 of the Communi- 
cations Act. 
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TO: The Commission 


PETITION FOR STAY 

RCA Global Commmications, Inc. (RCA Gldbcom) hereby 
recuests a stay of the Commission's Report and Order and Notice 
of Proposed Rulemaking released January 7, 1976 ("the Decision”). 
™ie Decision found unlawful the existing formula governing the 
discribution of unrouted international telegraph traffic originating 
-n the system of The Western Union Telegraph Company (Western 
anion) and preseribed, pursuant to Communications Act § 222(e) (3), 
= new inzerim formula to be effective March 1, 1976. RCA Globcom 


submits that the Decision fails to satisfy the statutory 


requirements of the Communications Act and fails to support 


| 
| 
| 


the findings that the existing formula is unlawful or that a new 
formula should be prescribed. Accordingly, RCA Gldbcom requests 
that the Commission stay its Decision while prompt judicial revie 


of the Decision is sought.* 


Preliminary Statement 

The eae repeals, effective March 1, 1976, the 
formula which has governed distribution of unrouted international 
telegraph traffic since 1943. The Decision, based upon a complairt 
submitted by ITT World Communications Inc. (ITT Worldcom) and 
the written comments submitted by interested carriers and others, 
concluded that the existing formula is unjust, unreasonable, in- 
equitable and not in the public interest. To replace it, the Con- 
mission has prescribed an "interim formula" which will distribute 
to each international carrier unrouted telegram traffic in pro- 


portion to its share of routed telegram traffic. The new formula 


*RCA Globcom had intended initially to file this petition for 
stay shortly after the Decision was formally issued. However, as 

a result of informal contacts with Western Unien, it appeared that 
that carrier would be unable to make the necessary administrative 
and operational changes to meet the March 1, 1976 date for changing 
to the interim formula. Accordingly, we decided to wait until this 
information was confirmed and presented to the Commission. This 
presentation was made on February 3, 1976 and, it now appears that 
the interim formula cannot become effective before March ei, 1976 
at the earliest. Therefore, this petition for a stay is being sub- 
mitted substantially before the earliest possible implementation 
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is intended to be an interim measure pending further proceedings on 
whether, ultimately, customer routing of all overseas telegram 
traffic should be required. However, while clearly intended to he 
interim in nature, the formula prescribed by the Commission will 
increase, as explained in detail below, Western Union's charges to 
the international carriers for administering the distribution of 
traffic by approximately $150,000-$200,000 per year and result in 

a deterioration of service. The Decision als» denied earlier re- 
quests by RCA Glébcom and Western Union International, Ine. (WUI) 
for the convening of oral evidentiary hearings under Section 222(e) (3) 
of the Communications Act and the Commission's Rules before the 


issuance of a decision on the lawfulness in the existing formula. 


Errors In The Decision 

The Decision bases its conclusion that the current 
formula is inequitable and no longer in the public interest on 
two vrimary findings. First, the Commission said that the formula 
“represents a market sharing device which is by definition anti- 
tnetical to the free flow of competition which Congress sought to 
encourage and enhance.” (Decision p. 2) RCA Gldbcom submits that 
a simplistic reliance upon "competition" as the benchmark to determine 
the “public interest" in the present formula is unwarranted in 


daw, FCC v. RCA Communications. Inc., 346 U.S. 86 (1953), Hawaiian 


- 


Telephone So. v.. ECC, 498 F.2d 771 (D.C. Cir. 1974), and not 


vg a 
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consistent with the philosophy of regulation. RCA Gldbcom and 

the others involved in this proceeding are regulated common carriers 
precisely because Congress long ago recognized that "competition" 
cannot serve as a final measure of every detail of the nation’s 
international communications capability. | 

Second, the Decision found that "under the present formula, 
it is apparent that for all carriers there is no relation in fact 
(either direct or inverse) between a given carrier's handling of routed 
traffic and its handling of unrouted traffic." (Decision p. 13) 

The Decision did not, however, articulate reasons why it is necessary 
for such a relationship to exist. 

RCA Globcom submits that neither finding supports the 
conclusion that the present formula is unjust, umreasonable, in- 
equitable, or not in the public interest. In addition to these 
basic deficiencies, the Decision is replete with other sub- 

Sidiary findings which are little more than speculative conclusions 
unsupported by substantial evidence or, in many cases, by any 
evidence at all. The Decision includes such unsupported assertions 
as: 

‘distortions have made the formula inequitable and have 


worked against the public's interest in a strong, 
efficient message service - p. 3; 


He 


*the formula originally called for proportioned dis- 
tribution of unrouted traffic - p. 14; 


‘the formula provides a danger that service may not 
be improved - p. 17; 


-distortions in distribution are injurious to the 
public interest - p. 17; 


*the formula stifles user choice - p. 26; 


‘the formula harms carriers by denying unrouted traffic 
=, 265 


-the formula disregards the public's role - p. 12; 


‘carriers have not effectively sought to reach users 
=p. 27: 


-public interest will be served by reliance upon con- 
sumer choice - p. 35. 


The Decision's numerous wnsupported findings demonstrate 
that its ultimate conclusions on the existing formula are not based 
upon substantial evidence, but are an arbitrary and capricious 
product of speculative theorizing. A Decision so grounded should 
be vacated. See Bowman Transvortation, Ine. v. Arkansas - Best 


Freight System, Inec., '.9 U.S. 281, 285 (1974); Nader v. ECC, 


Se0 Fved) 152.) 293, (0.0. Cin. 2975) 5 


The prescription of a new interim formula by the Commission 


is equally faulty. In this respect, the Commission failed to treat 
the effect of the new formula on the carriers or the public--an 
issue which it had designated for comment by the parties and on 
which substantial reliance had been placed in a prior Commission 
decision on the formula. See 30 F.C.C. 380 (1961). The Commission 
did not address the argument, which had support in the paper comments 
and which was unrefuted by the opposing parties, that the public 
would be adversely affected if a formula were prescribed that gave 
an incentive for excessive sales expenditures. Rather, without 
even addressing the adverse effects therefrom, the Commission 
stated that it expected the carriers to ready a new advertising 
campaign leading to millions in new costs to solicit routings 
from users who have domonstrated everyday for many years that they 
simply do not care.* 

Finally, the Commission failed to address the operational 
practicality of the interim formula. This failure has resulted 


in the prescription of a formula which will not only be more 


*The Commission has failed to adequately consider that under modern 
computer technology, outbound telegram traffic is being transferred 
automatically from Western Union to the overseas circuits of the 
international carriers. 
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costly to administer but will also result in degradation of service 
to the public. As the Commission's staff and the parties were 
informed on February 3, 1976 at a meeting requested by Western 
Union, the implementation of the interim formula will entaii an 
annual additional recurring cost of $150,000 to $200,000.* But 
even more striking is that the added complexities of the interim 
formula will result in a degradation in service of at least 20 
minutes for each of approximately one-half or the unrouted messages 
now handled. - 

Therefore, we submit that the Commission failed to dem- 
onstrate that the interim formula will conform to the statutory 
requirements of Section 222(e) (3). 

Furthermore, the Commission's refusal of the request by 
RCA Gldbcom and others for evidentiary hearings was a prejudicial 
error which denied to the Commission a record adequate for the 


decisional process which the Conmission pursued. In light of 


*It should also be noted that the above costs apply only if the 
interim distribution of unrouted messages is done on a manual 
basis. If the interim formula were to be extended, efforts to 
computerize the distribution would be made at an unknown but sub- 
stantial cost. Western Union estimated that the programming task 
would take nine months. 
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Section 222(e) (3)'s requirement for a full hearing, the denial 

of such hearing ae than bad practice, it was legal error. 
United States v. Storer Broadcasting Co., 351 U.S. 192, 202 (1956) ; 
International Harvester Co. v. Ruckelshaus, 478 F.2d 615, 630 

(D.C. Cir. 1973); American Telephone & Telegraph Co. v. FCC, 

u4u9 F.2d 439, 451 (2d Cir. 1971); Langevin v. Chenango Court, Inc., 
447 F.2d 296, 300-01 (2d Cir. 1971). See also 5 U.S.C. § 553(c) 
(1970). RCA Gldbcom submits that the parties posed, and the 
Commission ignored, factual issues* which required a full evidentiary 


record. 


*The Commission should have heard evidence on such questions as 
these: 


a 


‘whether and in what respect does equitable distribution 
require a relation between routed and unrouted traffic; 


«what carrier actions lead to overages and deficiencies 
under the present formula; 


‘how, if at all, the formula acted as a disincentive to 
improved service; 


‘the extent to which formula changes will lead to dupli- 
eation of facilities and increased solicitation costs; 


-whether and in what way increased competition will benefit 
the public; 


(con'd. on next page) 
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As a result of the above listed deficienvies, RCA Gldbcom 
submits that the Commission's holding on the existing formula and 
the new formula is based on an inadequate record, does not conform 
with the statutory standards of Section 222(e) (3), and is not 
supported by adequate and necessary findings by the Commission. 
American Telephone & Telegraph Co. v. FCC, supra, 449 F.2d at 
450-51; see National Ass'n of Motor Bus Owners v. FCC, 460 F.2d 
561, 565 (2d Cir. 1972). In short, the Commission has not satisfied, 
in terms of either procedure or substance, the requirements imposed 
by Section 222(e) (3) as a condition of cancelling the current 


formula and prescribing a new one. 


(con'd. from preceding page) 


*whether service on WU originated traffic is better to countries 
where a single carrier receives all the unrouted traffic than 
to countries where unrouted is shared or vice versa; 


*how and in what specific respects can service on WU originated 
traffic be expected to improve as a result of a change in the 
formula; 


‘is there any evidence that unrouted filers care which carrier 
handles their traffic; 


‘whether the public is willing to pay the increased cost of 
solicitation and what that cost will be. 


These issues, while relevant to any proper decision-making process, 
could not be developed within the restrictive procedural format 
provided by the Commission. 
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A Stay Is Froper Until The 
Requirements Of Section 


222 (e) (3) Have Been Satisfied 


The preceding sections demonstrate that the Commission's 
rejection of the old formula and prescription of a new formula 
failed to ain with Section 222(e) (3) of the Communications 
Act and, therefore, cannot stand. Certainly, there is strong 
reason for believing that a court of appeals may so hold. The 
Commission's action also works such grievous harm upon RCA Gldbcom 
that its implementation should be stayed while judicial review 
is sought. 

RCA Glébcom submits that the issuance of a stay is 
especially appropriate in view of the fact that the formla 
scheduled to become effective in March is only interim in nature 
and represents only a step towards the ultimate panes that the 
Santeason stated it believes should be prescribed. Since comments 
on the Commission's proposal are to be filed March 26, 1976, there 
is no reason for the Commission to effectuate an interim formula 
which will cause substantial disruption of existing distribution 


Patterns, add unnecessary cost, and degrade service to the public. 
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Consequently, this factor should be given great weight by the 
Commission in its deliberation on the instant petition for stay. 

The courts have enumerated the following circumstances 
in which a stay is proper. 


The petitioner has made a strong showing that it is 
likely to prevail on the merits of its appeal. 


The petitioner has shown that without such relief it 
will be irreparably injured. 


The public interest will not be harmed. 
The issuance of a stay will not substantially harm other 
parties, See e.g., Virginia Petroleum Jobbers Association v. 
FPC, 259 F 2d 291 (D.C. Cir. 1958). 
Those standards also have been used by the Commission in determing 
whether a stay should be granted. See Request for Stay of FCC 
Schedule, 52 F.C.C. 2d 224 (1975). Application of those four 
standards to the present facts demonstrate that the Decision 


should be stayed. 


Likelihood of Success. The Commission's Decision, for the reasons 
already noted, conflicts with the requirements of Section 222(e) (3). 


The Decision was rendered in disregard of that statute's require- 


ment for a full hearing. It was rendered upon an inadequate and 


ee 684 


incomplete record. Important factual "findings” in the Decision | 
respecting the old formula are in many instances incorrect and 
in others so devoid of any basis as to be arbitrary and capricious. 
With respect to the interim formula prescribed by the Decision, no 
adequate findings have been made. In light of these substantive 
deficiencies, RCA Gldbcom has strongly demonstrated that it is 
likely to prevail on the merits of its appeal. 
Irreparable Injury. The irreparable injury that will be sustained 
by RCA Gldbcom should a stay be denied is caused by the fact that 
RCA Gldbcom will lose annually approximately 412,000 United States 
originated telegrams. This will cause RCA Gldébcom to sustain an 
outbound revenue loss of approximately $428,000. Some 530,000 
telegrams of foreign origin also would be lost to RCA Glébcom 
causing an annual inbound revenue loss of $1,600,000. The traffic 
foregone and the revenue lost is irretrievably gone and cannot be 
recovered at some later time. 

Furthermore, should the old formula be tossed aside 
and an interim formula put in effect pending an appeal, RCA Glabcom 
and the other IRC's and Western Union will be uci tie to develop 
their technological plans and communication services on a conditional 


basis since the duration of the new formula would be in doubt. This 
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commercial uncertainty will lead to inefficiencies, not readily 
quantifiable in terms of dollar effect, in the operations of RCA 
Gldbeom and presumably other carriers. 

Moreover, should the interim formula take effect, large 
increases in sales and advertising expenses will become immediately 
necessary. RCA Gldbcom estimates its additional telegram marketing 
expenses will increase dramatically, especially if it is seriously 
going to try to effectively reach users in the hinterland who do 
not now route and who number in the hundreds of thousands, to the 
extent of $342,600 a year. Failure to reverse the Commission's 
interim formula will render such added selidcucta further 
umrecoverable and irreparable injury. RCA Glodbcom believes those 
added expenses to be contrary to the public's interest in an 


efficient and economical overseas telegraph system. 


Effect on Public Interest. The stay sought will not harm the 
telegram users--not one of which has asked the Commission for the 
change to our knowledge; its denial will. Once the interim formla 
takes effect increased sales efforts to garner overseas traffic will 
become the order of the day as the Commission staff recognized. The 


Commission has not yet considered, much less determined, the adverse 


effect this in the long rim will have on the public. The most likely 
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result is that the increased overall costs will lead ultimately to 
a corresponding increase in charges to the public. 

As noted above, the public will also be injured during 
the interim period by the fact that approximately one-half of the 
unrouted messages now handled will be delayed under the administration 
of the interim formula for periods estimated by Western Union to 
be 20 minutes or more. In addition, it should be noted that the 
meager findings which the Commission rm .e concerning possible 
benefit to the public from the interim formula were highly con- 
jectural in es cases and simply incorrect in others. There cannot 
be any short term detriment to the public if the effectiveness of © 
the interim formula is stayed. 

The combination of the above factors indicate that stay 
of the Decision will probably result in benefits to the public 


and, at worst, will not have any adverse effect. 


Lack of Substantial Harm to Others. While revision of the formla 
works irreparable harm to RCA Gldbcom, a stay of the Decision 
preserves the position of the other carriers. Destruction 

of the old tears down what RCA Gldbcom has developed over thirty 


years--a commmication service geared to handle an anticipated 
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telegram volume and to generate a resulting level of revenues. 

By having the interim formula to go into effect, the telegrams 

and revenues anticipated by RCA Glébcom are taken from it and 
distributed to other carriers. The net effect of this unjustified 
redistribution is that RCA Glébcom is left with a substantial loss 
while other carriers reap an unanticipated and unjustified revenue 
windfall. 

Beyond the above, the thought that an extension, ee 
judicial review, of a distribution system that has enabled all 
carriers to expand service and e do so profitably for over thirty 
years will cause substantial harm to other carriers flies in the 
face of reality. The relief sought would work no substantial harm 
to other carriers or the public. It would merely continue, for a 


limited period, a condition under which all have operated for 


three decades. 


Conclusion 
For the reascns set forth in this petition, RCA Globcom 
requests the Commission to order a stay of its formla Decision 
rencirg judicial review. 
Respectfully submitted, 


| RCA GLOBAL COMMUNICATIONS, INC. 
s/ Franeis J. moe 


s/ Carl J. Cangelosi 
Its Attorneys 


60 Broad Street 
New York, New York 10004 


Februavy 1, 1176 


AFFIDAVIT OF CLAUDE DAOUD 
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STATE OF NEW YORK ) 
).- S852 
COUNTY OF NEW YORK ) 


Claude Daoud, being duly sworn, upon oath deposes and 
states as tollows: 

I am employed by RCA Global Communications, Inc. as 
Administrator, Operating Arrangements and Planning. I performed 
an evaluaticn of the loss in terms of messages and dollars for 
sraffiec botn originating in the United States and in overseas 
locations that would result if the Commission's decision on the 
international formula were to become effective. The evaluation 
took into account the actual distribution to be made on a per 
country basis with the actual division of revenues applicable to 
traffic to the iuidividual countries. The figures appearing on 


page 12 are the result of the study that was performed and are 


corzect to tiie best of my knowledge and belief. 
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Claude Daoud 
Sworn to betore me this 


if "2-day of February, 1976. 


be. ge 
FANNY 4 / ~ 
Pay, i 
ie ; 
(pee ote 
: is SES! S05 
Notary Public NOTARY Pali.” oe 2 oe 
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AFFIDAVIT OF MARTIN FINKELSTEIN 


STATE OF NEW YORK  ) 
>.) See% 

COUNTY OF NEW YORK ) 

Martin Finkelstein, being duly sworn, upon oath deposes 
and states as follows: 

1. I am employed by RCA Global Communications, Inc. 
(RCA Gldbcom) as Director, Switched Services Marketing. In this 
position, I am responsible for the marketing of RCA Gldbcom's tele- 
cram service. As a result of the Commissior.'s decision on the 
international formula, I have been engaged in preparing plans for 
increasing RCA Glébcom's sales effort to solicit traffic which has 
been heretofore unrouted. The dollar figure appearing on page is 
was an estimate prepared by me and is intended tc represent the 
initial minimum expenditure that will be necessary under the 
interim formula. Undoubtedly, a mich larger increase in sales 
expenditures will be necessary in ae future as the other inter- 
rational carriers also increase their solicitation efforts under 
the interim formula. 


2. The estimate appearing on page 13 is correct to the 


best of my knowledge and belief. 


Dyk a OY, gee 


seen +o berore me this Martin Finkelstein 


oh 


r= day oc February, 1976. 
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CERTIFICATE OF SERVICE 


I, Mary S. Ruedi, hereby certify that on this llth day 


of February, 1976, I mailed a copy of the foregoing document by 


United States mail, postage prepaid, to the following: 


Walter R. Hinchman 

Chief, Common Carrier Bureau 

Federal Communications Commission 

1919 M Street, N.W. ‘ 
Washington, D.C. 20554 


Leon M. Kestenbaum, Esq. 

The Western Union Telegraph Company 
1828 L Street, N.W. 

Washington, D.C. 20036 


Howard A. White, Esq. 

ITT World Commimications Inc. 
67 Broad Street 

New York, New York 10004 


Ernest Brod, Esq. 

Western Union International, Inc. 
One WUI Plaza 

New York, New York 10004 


Mr. J.A.Berenger 

The French Telegraph Cable Company 

25 Broad Street 

New York, New York 10004 “ 


John F. Copes, Esq. 

Stephen S. Melnikoff, Esq. 

James 0. Juntilla, Esq. 

Staff Counsel 

Common Carrier Bureau 

Federal Communications Commission 
1919 M Street, N.W. 

Washington, D.C. 20554 
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- John D. Jackson, Esq. 

American Satellite Corporation 
20300 Century Boulevard 
Germantown, Maryland 20767 


United States-Liberia Radio Croporation 
1200 Firestone Parkway 
Akron, Ohio 44317 


David H. Lubetzky, Esq. 

TRT Telecomminications Corp. 
1747 Permmsylvania Avenue, N.W. 
Washington, D.C. 20006 


Mr. D.N. MacLeod, General Manager 
Canadian-Pacific Telecommnications 
Paris Du Canada (Sth Floor) 
Montreal 3, Quebec, Canada 


Mr. H.J.Clarke, General Manager 
Canadian National Telecommuinications 
151 Front Street, West 

Toronto, Ontario, Canada 


Charles Miller, Esq. 
Covington & Burling 
388 - 16th Street, N.W. 
Washington, D.C. 20006 
(Counsel for TRT Telecommnications Corp.) 


s/ Mary S. Ruedi 


the Formula Prescribed under Section 
222 of the Communications Act 


Befor2 the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C, 20554 
In the Matter of ) 
) 
International Record Carriers' Scope of ) 
Operations in the Continental United ) Docket No. 19660 
States, Including Possible Revisions to ) RM-690 
) 
) 


To: The Commission 


PETITION FOR RECONSIDERATION 


Western Union International, Ine. (WUI) hereby 
petitions the Commission for reconsideration of its Report 
and Order and Notice oz Proposed Rulemaking (Order), re- 
leased January 7, 1976, to the extent that such Order: 

(1) requires that the formula governing the distribution 

of unrouted messages transferred from the Western Union 
Telegraph Company (WUTelCo) to the international record 
carriers (IRC's) includes traffic picked up directly by 

the IRCs in their gateway offices in the "routed" traffic 

base that determines the proportion of unrouted traffic to 

be received by each IRC; (2) abruptly abrogates a 30-year 
continuing formula with resulting sharp revenue shifts 

among tne IRCs, merely by administrative fiat; and (3) appears 
to require WUTelCo Telex and TWX subscribers located in 


WUI's gateway cities to bear the cost of transmission 
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between their terminals and WUI's operating offices for 
the purpose of filing and receipt of international cable- 
grams. In support of its petition WUL respectfully sub- 
mits as follows: 

USE OF GATEWAY PICKUP TRAFFIC 

l. In its Order herein, the Commission deter- 
minec that unrouted message traffic filed by the public 
with wUTelCo should be allocated among the IRC's in the 
proportion that routed traffic carried by each IRC bears 
to the total traffic to each destination point.* WUI : 
requests the Commission to redefine the “routed” traffic 
base, for the purposes of the formula, to exclude all traffic 
picked up directly by the IRC's over the counter, by tieline 
or by telephone in their respective gateway offices. 

2. Neither TRT Telecommunications Corp. (TRT) 
nor ITT World Communications Inc. (ITT), the principal 
proponents of a change in the formula, advocated the 


use of IRC direct gateway pickup tzaffic in the base 


* WUI does not agree with the Commission's adoption 
of the general concept of using routed traffic to 
govern the distribution of unroutedé traffic for 
the reasons specified in WUI's prior pleadings 
herein; and the Commission is requested to recon- 
sider its general concept. 
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governing distribution of unrouted traffic by WUTelCo. 
The formula was originally promulgated pursuant to Section 
222(e) of the Communications Act cf 1934, as amended. 
This provision required the "merged carrier" 
(i.e. WUTelCo) to distribute traffic to the international 
record carriers in accordance with a formula to be : 
approved by the Commission. Clearly, WUTel1Co can only 
distribute traffic which it has received from its own 
customers, and Section 222(e) relates to this traffic, 
not the traffic filed directly with the IRCs in their 
gateway offices. 

3. The Commission's Order failed to give appro- 
priate recogniticn to the fact that the IRC's compete in 
two essentially cifferent markets: (a) one consisting of that 
portion of the public which has no convenient access to 
the IRCs except through the facilities of WUTelCo (the : 
hinterland/WUTelCo market); (b) another consisting of that 
portion of the public which has immediate and convenient 
access to the IRC's in their gateways (the gateway/IRC market). 
The customers in the gateway/IRC market file their traffic 
over the counter, by telephone and by tieline directly 
to the IRC's, while the hinterland/WUTelCo market accesses 


the IRC's only through WUTelCo's facilities. 
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4. The hinterland/WUTelCo market is distinctly 
different, geographically and conceptually, from the 
gateway/IRC market. t edit be argued, as the Commission 
did, that routed messages should govern the distribution 
of unrouted messages in the hinterland where the IRCs 
have no direct operational presence. WUTelCo is the 
initial recipient of both routed and unrouted messages 
in the hinterland. powevex; messages received directly 
by the IRCs in the gateways do not have any WUTelCo nexus-- 
an indispensible and logical requirement for relevancy to 
formula distribution quotas. Moreover, the IRCs might be 
motivatee@ to open additional unjustified public gateway 
offices for their influence on the distribution by WUTelCo 
of uncouted hinterland traffic, thus resulting in wasteful 
allocation of carrier resources. 

5. None of the parties to this proceeding had 
any notice of the proposed inclusion of IRC gateway pick- 
up traffic in the fermula base until the Commission's 
Order was released, and had no opportunity to comment.* 

6. The Commission's adoption of a rule incor- 
porating features of which WUI had no notice, and which 


affect its interests, violates §222(e) (1), which requires 


2S Gan wavtanweanrhk AL Me eh - * * . * 
See paragrapn 41 or the Order wherein the Commission 
Geclined to abrogate a benefit outstanding to WUTelCco 
because it cic not address this issue in its pleadings. 
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"due notice and hearing" before the CommisrAion may pre- 
scribe a formula, and §222'e) (3). which requires "a zull 
hearing" before the Commission may prescribe revisions 
in the formula. Since this is a rulemaking proceeding, 
the Commission's Order is also a violation of §553(b) 
of the Administrative Procedure Act, 5 U.S.C. §553(b), 
which requires notice of the "terms or substance of the 
proposed rule or description of the subjects and issues 
involved". No notice of the proposed use of gateway 
pickup traffic to control allocation of unrouted traffic 
was given. Similarly, the Order violated Section 553 (c) 
of the APA, 5S U.S.C. §553(c), since interestec persons 
obviously had no opportunity to submit "written data, 
views or arguments” on a matter of which they had no 
notice. 

7. The only reason cited by the Commission 
for inclusion of direct pick-ups is that: 

"This is the most likely way to 

achieve the goal of distributing 

unrouted traffic on the same basis 

as routed. Direct pickups are by 

definition specificaliy routed and 

represent a significant portion of 

overall traffic. Therefore, to ig- 

nore such traffic would be unreal- 


istic and contrary to our overall 
policy herein." Order, Paragrapn 51. 


8. This languace is irnadequaté £2 
clusion of direct pick traffic. The Order doés not 
explain why the exclusion of such traffic would be con- 
trary to the Commission's overall policy. Nor does the 
Order explain how direct IRC gateway pickups, in which 
WUTelCo is never involved, are relevant to a totally 
distinct market relationship between WUTelCo and the 
public. It is the latter relationship that produces 
unrouted international message traffic, whose distribution 
is subject to the formula. 

9. The inclusion of direct pickup traffic would 
result in a significant and unjustified prejudice +. WUI. 
At the time that WUI was authorized to acquire WUTelCo's 
international operations, the formula was amended to re- 
flect the fact that WUI had no public offices. The formula 
gave WUI the right to all traffic, not otherwise routed, 
filed with WUTelCo in Manhattan south of 60th Street. 
At that time, WUTelCo had 85 offices south of 60th Street.* 
All messages not otherwise routed filed in these offices were 
deemed specifically routed via WUI. Additionally, WUI was 
entitled to all of the traffic filed with WUTelCo's telephone 
acceptance bureau at 60 Hudson Street, and all traffic filed 


by tielines which terminated south of 60th Street. 


* Western Union Divestment, 30 FCC 323, 380 (1961), 
ee ivestment 


10. Since 1963 there has been a drastic erosion 
of traffic received by WUI from all three of these sources. 
The 85 public oftices have shrunk to only three. The Hudson 
Street. telephone acceptance bureau has been closed and all 
telephone-filed traffic is received at WUTelCo's Movuzestown, 
N.J. Central Telephone Bureau, and is not considerad by WUTelCo 
as automatically routed via WUI. The tielines that were 
terminated in Manhattan have now been almost completely di- 
verted to telex or reterminatec elsewhere. Public message 
traffic filed over such tielines is now considered by 
“TITelCo to he received in its computer center in Middletown, 
Vircinia, and is not automatically routed via WUI. Notwith- 
Standing this reduction in its direct ; ickup facilities in 
Manhattan, WUI was and still is prohibited by the terms of 
its Domestic Facilities Agreement with WUTelCo from opening 
its own gateway offices. 

ll. Thus WUI is at a severe competitive. disadvan- 
tage with respect to such traffic. However. the Domestic 
Facilities Agreement expires by its own terms on September 30, 
1976. Thereafter, WUI will be able to open its own cateway 
public offices. of course, @ subsequen. substantial time 


period will pe required for WUI to develop its own customer 


base comparable to its long-entrenchea competitors, RCA and 
BIA! tt bg 

12. At the present time, the IRC's report to the 
International Quota Bureau (IQB) ie total of all traffic 
received directly by them, including both traffic filed 
with their public offices and telephone bureaus, and direct 
access traffic received by telex and TWX from WUTelCo sub- 
scri.ers. Since the direct access traffic comes from the 
Same population of hinterland/wuTelCo customers as does the 
WUTelCo transfer routed and unrouted ct..cf20) ic os 
logical and appropriate to include the direct access traffic 
from WUTelCo telex and TWX subscribers in the "routed" 
traffic used to distribute the unrouted traffic. However, 
the IRC's do not provide a break-down between their gateway 
pick-up traffic (which should be excluded from the formula 
calculations), and the direct access traffic (which should be 
included). Therefore WUI requests the Commission to direct 
the IRCs to report their direct access traffic separately 
to the IQB in order to permit it to calculate the proportions 
to which each IRC is entitled. This data should be readily 


available for any recent period that the Commission might 


ae 


* The approaching expiration of the Domestic Facilities 
Agreement eliminates the need for any action respecting 
the disposition of WuI publi: offices, referred to in 
Faragraph 41 of the Order, and largely moots the thrust 
of paragraphs 37 through 41 of the Order. 
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designate, including the period of the WUTelCo study of 
transfer traffic. 

13. To permit implementation of the new for- 
mula, the Commission should require the IQB to calculate 
the IRC's quotas based solely upon the proportion of 
routed transfer traffic to total transferred by wuTelCo 
as a everiminary measure, effective until the IQB is able to 
calculate quotas based upon transfer and #isbes access 
trattic. The new formula ordered by the Commission can 
be implemented upon this basis. The quotas can be adjusted 
promptly upon the receipt of the data from the IRCs re- 
lating to its direct access traffic. (The alternative 
temporary measure of allocating unrouted traffic upon the 
basis of all traffic including IRC gateway pick-up traffic, 
while technically feasible, would perpetuate the discrimi- 
nation against WUL described above). | 


THE INTERIM FORMULA SHOULD BE PHASED IN 


14. The current formula has been in operation for 
over 30 years. The IRCs have invested in physical plant, 
programmed their computers and arrangec their operating 
procedures, based upen the traffic flow that is predictable 
on the basis of this long experience with the formula. They 
have based their financial projections in part upon the 


traffic expected under the present formula. Similarly, WUTelCo 
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rogrammed its computers and arranged its operations 
upon the method of distribution of traffie contained 
is formula. In particular, WUTelCo has programmed its 
ve computer complex at Middletown, Virginia and set up 
sota distribution center at Minneapolis, Minnesota, 
upon this formula. Overall, the formula has greatly 
2=nced the internatioual record industry in many areas, 
annot be suddenly changed with causing disruptions. 
15. However, the Commission's Order requires that 
iterim formula be placed into effect by March l, 1976. 
> stroke, all of the arrangements and expectations of 
*Cs and WUTelCo based upon the present formula 1 

2 obsolete and will have to be extensively modified. 
time has the Commission ever stated any reason why 
iterim formula must be placed into effect on such ex- 

y short notice, and a transition period to permit 

| preparation is essential. To permit an orderly, 

ent and economical implementation of the interim 

a, and to permit WUI to compete on an equal basis 

ts competitors, WUIL requests reconsideration of its 

ive date and weaquesté a postponement to January 1, 1977. 
16. At a meeting of the interested carriers at the | 
Sion's offices on February 3, 1976, wUTelCo stated 


ho 


t planned te implement the formula on a completely 
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computerized basis, but that it would take approximately 

nine months ‘to: program its computer to cope with the interim 
formula. In the meantime, WUTelCo proposed to make extensive 
alterations in the Minneapolis distribution center and to 


hire several extra operators to handle the increased load 


pth 


resulting from the fact that traffic destined to formerly 
exclusive points will have to be distributed on a meSsage 
by message basis. WUTelCo stated that the additional one- 
time cost would run in excess of $12,000, and the edditional 
labor costs would be at the rate of $150,000 to $200,000 per 
year. In order to achieve implementation of the interim for 
mula On an immediate basis, 1€ said that it was willing to 
train the additional operators as rapidly as possible, but 
that even so it would not be able to implement the new for- 
Nuda at Least whtil: March 22,2976. 

ivy. The need for such haste is not apparent. It does 
not make much sense to implement the interim formula méenually ~ 
with hastily trained cperatcrs while programming of the com- 
puters is continuing. It is reasonable to expect under these 
circumstances that not only will unnecessary expenses be , 
incurred but the quality of service provided by inexperienced 
operators will suffer. A postpcnement to Januery wy ETT, Wi 


allow WUTelCo the time it needs for computerization and eliminate 


! 
Ke 
dN 

{ 
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? 


18. As pointed out above, WUI has no publie offices, 
and under the terms of the Domestic Facilities Agreement 
with wUTelCo, will not be permitted to open its own cifices 
until after September 30; 1976. It will take some time for 
WUL thereafter to open its offices and develop customer 
awarer se and acceptance of these offices. The three-month 
period: from October 1, 1976 to January 1, 1977 is the bare 


—~ y ; ; ~ 3 aq r 2 
minimum needed to pre 


in the event that the Commission does not grant the relief 
requested by WUI in the preceding section (exclusion of 
Gateway/IRC traffic’ from the bese of reutec tratfic used to 
Getermine distribution), a postponement of the effective 
date bf the interim formula to danueary 1, 1977 will be 


necessary to give WUI an opportunity to compete on an equal 


basis. 


GATEWAY _DIRECT .CCESS 


19. The formula attached as an appendix to the 
Order defines various categories of messages as specifi- 
cally routed. Paragraph IV (b) refers to messages FL.eo 
with the IRCs at their gateway offices."by means of 


b 


domestic communications networks such as domestic telex, 
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TWX, telephone, or mail, or by messenger so_ long as the 
customer pays all charges incurred in connection with 
the use of such means for the purpose of filing inter- 
national messages (direct access)”. 

20. This definition of direct access ignores the 
@ifference, recognized by the Commission, between users of 
the domestic telex and TWX system located in che gate~ 
ways and those located in the hinterland. In The 
Western Union Telegraph Company, 32 fee 24 752 (1972), 
the Commission ordered WUTelCo to 

“permit telex users located within 

the gateway cities to directly access 

the international carriers located 

therein for the filing and receipt of 

international messages with the telex 

charges being paid by the international 

carriers as are TWX charges under 

currently similar circumstances". 

32 FCC 2d at 756. 

21. It is believed that the failure to differ- 
entiate between gateway and hinterland telex and TWX 
subscribers (and similarly between gateway and hinterland 
users of other communications networks such as telephone - 
and mail) was inadvertent, and no change in the Commis- 

. sion's policy. regarding dixect access from customers lo- 
cated in the gateways was intended. Accordingsy, WUI 


requests the Commission to amend paragraph IV (b) of the 


Appendix to the Order to indicate that such gateway custo- 


mers are not required to absorb the cost of direct access. 


In addition, there is no reason to engraft the paid direct 
access procedure into the message quota formula. In the 
future the Commission may wish to shift from a paid direct 
access to a free direct access policy. Therefore, there is 
no basis to encumber this formula with either policy. 
WHEREFORE, Western Union International, Inc. 
hereby respectfully requests the Commission to reconsider 
its Report and Order and Notice of Proposed Rulemaking 
herein, released January 7, 1976, and to: (1) amend the 
formula by including in the routed traffic base used to 
allocate unrouted traffic only routed transfer traffic and 
direct access traffic; (2) postpone the effective date of the 
formula to January 1, 1977; and (3) clarify that gateway 
customers using direct access to file or receive messages 
are not peeuived 46 bear the cost of telex, TWX or telephone 
transmission. 
| Respectfully submitted, 
WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell 
Its Attorney 


1 WUI Plaza 
New York, New York 10004 


Dated: February 11, 1976 
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I, Burnadine Diggs, do hereby certify that a copy of 
the foregoing "Petition for Reconsideration" of Western Union 
In 


International, c. has been sent by United States mail, 


postage prepaid, to the following: 


> 


Joseph J. Jacobs, Esq. 

tr. Worle Communi cation Inc, 
67 Broad Street 

New York, New York 10004 


Carl J. Cangelosi, Esa. 

RCA Global Communications, Inc. 
60 Broad Street 

New York, New YOrk 10004 


Rodger M. Sanders, Esq. 

RCA Global Communications, Inc. 
60 Broad Street 

New York, New York 10004 


Roderick Mette, Esq. 

TRI Telecommunications Corporation 
1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


Jack Werner, Esa. 

The Western Union Telegraph Company 
1828 L Street, N.W. 

Suite 1001 

Washington, D.C. 20036 


Mr. J. A. Berenger 

The French Telegraph Cable Company 
25 Broad Street 

New YOrk, New York 10004 


Jnited States-Liberia Radio Corporation 
12900 Firestone Parkway 
Akron, Ohio (AIRMAIL) 


Mr. D. N. MacLeod, General Manager 
Canadian National Telecommunications 
360 St. James Street, West 

Montreal Quebec, Canada (AIRMAIL) 


708 


bon] 


Mr. L. Fs Swaine 

Canadian Pacific Railway Co. 
Suite 518 - Place due Canada 
Montreal 3, Quebec 

Canada (AIRMAIL 


Mr. John Monroe 
International Quota Bureau 
26 Broadway 

New York, New York 10004 


William D.: Engiisn,; Esa. 

Vice President & General Counsel 
Comsat General Corporation 

950 L'Enfant Plaza, S.W. 
Washington, D.C. 20024 


7s/ Burnadine Diggs 


Dated: February 11, 1976 


Before the gE 
FEDERAL COMMUSICATIONS COMMISSION REC § 
Washington, D. C. 20554 al 
c¢gn29 ent 
eg aR 
Dv 


In the Matter of 


International Record Carriers' Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act 


Docket No. 19660 
RM-6390 


To: The Commission 
MOTION FOR EXTENSION 


The Western Union Telegraph Company ("i’-stern Union") 
hereby moves the Commission to extend the March 1 deadline for 
the implementation of a new interim formula governing the dis- 
tribution of unrouted international cablegram traffic (as estab- 
lished in the Commission's Report and Order and Notice of Pro- 
posed Rulemaking, released January 7, 1976, F.C.c. 75=+1430) until 
March 21, 1976. In support of this motion, Western Union states 
as follows: 

At the present time, Western Union receives approximately 
59,000 unrouted international cablegrams each week at its computer 
center in Middletown, Virginia. About 26,000 of these unrouted 
cablegrams are destined to "exclusive" areas (i.e., areas to 
which all unrouted traffic is sent via a single IRC) and can be 


sent automatically to a specific IRC directly from our Middle- 
x S 2 


town computer. The remaining 33,000 messaces are transmitted to 
P 3 : 


Minneapolis where they are sorted, and in most instances, tallied 


Zi 
by hand. 


The new “interim formula" proposed by the Commission 
in its Report and Order of January 7 would eliminate “exclusive” 
destinations and would require -- until the entire process could 
be computerized -- that all 59,000 weekly messages be sorted and 
tallied manually at our Minneapolis facility. This would just 
about double the number of messages to be handled at Minneapolis. 
In addition, the process of tallying and sorting the messages re~ 
ceived would become more complex because 
(1) The number of separate overseas destinations would 
be increased from 34 to 195, and 
(2) The messages themselves would have to.be tallied 
in multiples of 100, whereas, at present, messages 
are tallied on the basis of simpler ratios. 
Extensive modification of our-existing facilities in 
Minneapolis will be required before Western Union is able to handle 
“as almost doubled volume of traffic and more complicated sorting 
occasioned by the Commission's new interim formula. New channels 


will have to be ordered between Minneapolis and: the various intec- 


ce eon eieieieleniectaniannmsnisemere® 


/1l About 6,600 messages sent to Minneavolis are to "exclusive" 
areas receiving comparatively little traffic. These messages 
must be sorted but not tallied at Minneapolis. 


/2 For example, under the new interim formula, the distribution of 
unrouted traffic to the Senegal Republic would break down as 
follows: 9.38% to French Cable; 26.72% to ITT; 49.42% to RCA; 
14% to TRT and 13.84% to WUl. In order to give each carrier 
the unrouted traffic it is entitled to under the formula to 

the nearest percentage point, the operator must keep track of 
at least 100 messages. 
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na:-onal carriers; the sending speed of certain existing channels 

to the IRCs will have to be increased from 75 to 100 words per 

mirate; new teleprinters and other equipment will have to be ordered 

and. installed; and, existing facilities will have to be rearranged 

to make room for the additional equipment placed on line. The 

expanded and reorganized facilities at Minneapolis will then have : 
to be thoroughly tested before being brought into service. 


Equally important, the distribttion o% unrouted cable- 
grams under the new formula will require the addition of a minimun 
of seven new employees at our Minneapolis center to assist with 
the increased sorting and tallying involved. Pursuant to our 
existing labor agreement we must post the bulletins for the new 
positions involved here (operators and clericals) for seven con- 
secutive days. Western Union will then have an additional seven 
days in which to award the positions to sucebesset applicants. 

If no bids or an insufficient number of bids are received from 
within the company, Western Union will then seek applicants 
outside. Once the seven positions have been filled, we estimate 
that a two week training period will be reguired simply to teacn 
the new operators the “switching” phase of their work. In addition, 
further training will be required for the operators to familiarize 
them with all methods of operation. 

Western Union will not be able to complete the extensive 
renovation and expansion of facilities at its Minneapolis center 


or train the necessary employees in time to meet the March 1 dead- 


line for implementing the new formula. Our best estimate at the 
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present time is that the necessary sresarations -- which have already 


commenceé and are vroceecing without delay -- will be completed on 


or shortly 


before Niarch 21. We therefore urge that the Commission 
extend the oresent March 1 cate until March 21, when Western Union 
will have the facilities and manpower to underta: the additional 
burdens placed upon it by the new formula. 

We have been authorized to state by counsel for the 
principal parties in interest here -- ITT World Communications, Inc., 
RCA Global Communications, Inc., TRT Telecommunications Corporaticna, 
Western Union International, Inc. -- that they have no objection to 
the extension requested herein. 

WHEREFORE, for the foregoing reasons, The Western Union 
Telegraph Company respectfully requests that its Motion for Ex-- 
tension be granted and that the date for the implementation of a 
new interim formula governing the distribution of unrouted inter- 
national cablegram traffic be extended to March ZL, 4976. ' 
Respectfully submitted, 


THE WESTERN_LUNION TELEGRAPH COMPANY 


— oe 


B ee 
: ( eel fonaten 


./ mu Of, a 58 
February 19, 1976 we of ‘a Soe Form 


Leon WH. Kestenbaum 


626 L Stveet, N. A. 
Washington, 0D. C. 20036 


Of Counsel: Its Attorneys 
R. ©. Hosteticr, ise 
One Laxe Street 
Upper Sacdle River, NW. J. 97458 


CERTIFICATE OF SERVICE 


I hereby certify that I have this day served a copy 


of the foregoing document, filed with the Federal Communications 


Commission on behalf of The Western Union Telegraph Company, by 


United States mail, first class postage prepaid, on the following: 


Walter R. Hinchman, Esquire 
Chief, Common Carrier Bureau 
Federal Communications Commission 


+ S9Lo M Street, Ni W. 


Washington, D. C. 20554 


John F. Copes,. Esquire 

Stephen S. Melnikoff, Esquire 
James O. Juntilla, Esquire 

Staff Counsel 

Common Carrier Bureau 

Federal Communications Commission 
1913 M Street, N. WW. 

Washington, D. C. 20554 


John D. Jackson, Esquire 
American Satellite Corporation 
20300 Century Boulevard 
Germantown, Maryland 20767 


United States-Liberia Radio Corp. 
1200 Firestone Parkway 
Akron, Ohio 44317 (AIR MAIL) 


Mr. J. A. Berenger 

The French Telegraph Cable Co. 
25 Broad Street 

New York, New York 10004 


Roger Newell, Esquire 

Western Union International, Inc. 
One WUIL Plaza 

New York, New York 10004 

John Ligon, Esquire 

ITT World Communications Inc. 

67 Broad Street 


‘New York, New York 10004 


Roderick A. Mette, Esquire 

TRI Telecommunications Corp. 
1747 Pennsylvania Avenue, N. W. 
Washington, DBD. C. 20006 


Carl J. Cangelosi, Esquire 

RCA Global Communications, Inc. 
Sixty Broad Street 

New York, New York 10004 — 


Pay’ a “a 
oe. 


= 


Dated: February 19, 1976 


Luisa Virginia Girlando 
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FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 
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In the Matter or 


Docket No. 19660 
RM-690 


Internationa! Record Carriers’ Scope¢ o1 
Overations in the Continental United States, 
Inclucing Possible Revisions to the Formula 
Prascripe2 Under Section 222 of the Communi- 
cations Act. 


To: The Commission 


OPPOSITION TO PETITION 
ek oe BAY 


- 


ITT Werld Communications Inc. (ITT Worldcom) hereby opposes 
the petition filed in the above captioned matter by RCA Gobal Communications, 
Inc. (RCA Globcom) requesting the Commission to stay the effectiveness of 
its order prescribing 2 revised International Formula (Formula be A 
will be shown hereafter, RCA Globcom hés completely failed to sustain its 
burcen of showtng that the extracniinary relief of a stay of ie Gommtaaian'e 


Formula Order was merited. Accordingly, the RCA Globcom petition should 


be dismissed or denied by the Commission. 


s 


l/ Report and Order and Notice of Proposed Rulemaking, released 
January 7, 1976, Decket No. 19660, FCC 75-1430. 
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As recognized by RCA Globcom, the established criteria which - 


must be met before a stey of a Commission order should be issued are: 

1. A strong likelinood of prevailing on merits of appeal, 

2. 4 showing of irreparable injury to petitioner if stay is not 
granted, | 

3, Absence of substantial harm to other interested parties if 
a stay were granted, and 

a 8 showing that stay would be consistent with the public | 

2/ 
interest. 
Nonetheless, while recognizing the existence of these criteria, RCA Globcom 
has singularly failed to show that its cause satisfies those cziteria. Most 
importantly, RCA Globcom has failed to show any error in the Commission's 


decision, and thus, there would be little, if any, chance that it will succeed 


in having that decision reversed on appeal. 


2/ See, for examale, Vircigta Petroleum Job, Assn, vy, FP... 
259 F. 2d 921, 925 (D.C. Circuit, 1958). 


3/ Indeed, as should become obvious hereafter, RCA Glebcom’s appeal 
is little more than a sham filed for the sole purpose of preserving 
for some further period of time RCA's disporportionate share of 
unrouted traffic under the existing formula. 
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The Commission's Decision Is 
Sound, Well Reasoned, And 
Supported By The Evidence Of 
b sot > EO ae sett pee eet eS acPnOVON Te 

In attempting to show reversible error in the Commission's 
Formula Order, RCA Globcom has contended that the Commission's findings 
and conclusions are arbitrary and capricious and not supported by the 
record. In addition, RCA Globcom has aistwed error in the Commission's 
determination not to grant RCA Globcom's request for an oral evidentiary 
hearing. Neither of eee contentions will stand serious scrutiny. 

Section 222(e)(3) of the Communications Act establishes criteria 
for the Commission's review of the International Formula when it 
determines that the existing formula is unjust, unreasonable, or inecuitable, 
ac not in the sublic interest. In that event, the Commission is required 
> ke prescribe a new formula which will be just, reasonable, equitable and 
in the public interest. In its Instant petition, as well as in {ts prior 
submissions in this matter, RCA Globcom has sought to ignore the criteria 
of justness, reasonableness end ecuitableness necessary to the lawfulness 
of a particular formula, and by selective juxtaposition of various statements 
in the Commission's decision, often taken out of context, has argued that 


a finding thet the existing formula was not in the public interest count not 


recsonebly be made from this Commission decision. 
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It is apparent from even 3 casual reading of the Formula 


Order, that the Commission while certainly finding that the existing formula 
dia not operate in the public interest, precicated its d2cision as to the 
unlawfulness of that Formula largely on thé unjust, unreasonable and, 
inequitable distribution of unrouted traffic among the participating 
International record ee and the conceptual flaws in the formula which 
caused this distribution. 

the simple and uncontested traffic statistics from the traffic 
stuey performed by the Western Union Telegraph Co. (Western Union) 
show the ees distortion from any standard of justness, reasonableness 
and equitebleness, which characterize the present unrouted traffic 
Gistribution. These statistics alone would provide a sufficient basis 
for the Commission's finding of unlawfulness of this Formula. This 
eistortion in unrouted ¢cistribution {s particularly eviaen as between ITT 
Worldcom and RCA Globcom, which in all other resoects-. includina share 
of routed message traffic, are aporeximate equals, but in the distribution 
of unrouted traffic pursuant to this Formula. RCA Globcom receives almost 
50 percent of that traffic (out of § cariers participating in this fornula), 
while ITT Worldcom receives only about ll percent of that traffic (Formula 


Order, para. 17, pp. 12-13). 


ee ene ——— ere 


uae is 


RCA Globcom has never swodasted any reason why it should be so heavily 
favored, nor ITT Worldcom so severely prejudiced, in the distribution of 
traffic from a pool which by definition has had no preference, ‘expressed 
by the sender, as to carrier by whit the message should be routed. The 
Commission clearly was correct in its determination thet such distortions 
were not consistent with the criteria of Section 222. 

The Commission did not stop, however, with simply recognizing 
that the unrouted traffic statistics shown by the Western Union study 
conclusively established the baaucness, sunreasonableness end inequiteble- 
ness of the existing formula. It went on to further analysis of those 
etatictics, as well as the existing distribution methocolocy. t also made 
a thorough review of the conceptual bases in the existing formula which 
have cd the ae Aistortions in the present diceribotied of unrouted 
traffic. All of these analyses lead to the seme indisputable conclusion- 
that the existing formula distribution of uagourad traffic is unjust, 
unreasonable, and inequitadle and, thus, by statutory definition unlawful. 

The Commission further considered the cbvious disincentives 
of the existina formula and the dancer that cuch mav have stifled innovation 
and improvement in Internation®l messace sorvices, and as well. the 


special benefits for gerticular carriers in the existing formula---Schedule B, 


Appendix 1, and the gateway office arrangement between Western Union 
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International, Inc. (WUI) and Western Union---cetermining that they ~ 
are clearly inconsistent with the dynamics of the strong, competitive 
international record carrier industry in the 1970s. In the end the 
Commission concluded, based ona reasoned and locical analysis of 
the record before it, that in addition to the clear feilure of the existing 
_ formula to provide a just, reasonable and eguitable distributicn of unrouted 
traffic between participating IRCs, the results of continues use of this 
flawed formula were intrinsically centrery to the public interest, and 
specifically at variance with the Commission's statutery mandate to 
guérantee residents of the United States a rapid, efficient communications 
service with adequate facilities enc reasonable cherces, (Formula Order 
pera. 42-43, pp. 25-26). 

RCA has also challenged the revisec ee which the . 
Commission hes prescribed to replace the existing unlewful formula. In 
NRE RCA's arguments are thet: (1) The revisec formula would un- ! - 
necessarily increase seles and marketing costs to the participating IRCs; 
(2) The revised formula would increase ie administrative costs tor Western 


Union and allegedly result in degraded service quality; and.(3) The revised 


formula is only intended to be used for an interim period until aa all-routed, 


non-formula can ke implemented. 


1720. 


Whether or not RCA Globcom will. in fact, engage init. .eatened 
massive marketing effort upon implementation of the revised formula is 3 
matter known only to that carrie:. it woule, lil Worledcom submits, be a 
hichly imprudent exsendituse of funds and effort: but more important.y, 
whether {t occurs or not, it has no relevance to the Commission's cecision. 
That decision in no way prejudices RCA Globcom's competitive position in 
the marnet plece for outbound international telecraphic messages. It adds 
no new competition for RCA Globcom. All that decision does is recocnize 
that this is a commetitive environment, oursuant to prior Commission decisions 
and policies, and determines thet certain artificial barriers to equal competitive 


opoortunitv amone the carriers alrascy competing in *t}s market should be 
ye 


efforts would have been cost effective, it would have already expended those : 
efforts. The simole fact, however, is that the presonceraace of the remaining 
unrated traffic is believed to de “social” traffic which is chara-terized by 
very infrecuent transmissions oeruser. This categorv of useris simpdiv not 
considered reachable by ordinary IRC marketing efforts. In order to establish 
a “cerrier consciousness” among those users would recuire en extensive 

and expensive nationwide advertisina compaion which, itis submited, cannot 
be justified based on any reasonable exoactation of increased treffic. The 


most credible marketing strategy here is the provision of superior service to 


ee eT ee ee 
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the user in the expectation that the chance or occasional user will become 

a confirmed user and may, by word of mouth, influence others to also use 

that carrier's facilities. 

The cost increases, for the administrative services provided by 
Western Unionasserted by RCA are, at best, estimates which are subject to 
serious scrutiny by each of the participating IRCs. And, while no question 


exists that Western Union will incur some cost increases as @ result of 


eliminating the “exclusives” in the existing formula with the result that 
this traffic will now have to be processed through the Minneapolis quota 
center, the Commission has already cetermincd that the formula which 
produced those “exclusives” Is unlawful, end they must therefore be eliminatec. 


These increased Western Union costs then ere simply @ necessary by-procuct 


of the Commission's prescription of a lawful fermu:c. In addition, the | 
Commissicn has already provided thet these costs be equitedly shared among 

the participating IRCs, end Western Union has expressed interest in 

computerizing the formula distribution, which would largely eliminate 


those recurring administrative costs. Moreover, Western Union has informally 


4/ It is to be noted that all unrouted formula traffic has historically been 
processed through the Minnea;olis cucta center. The cirect trans- 
mission of the “exclusive” traffic was only begun about three years 
aco, with the implementation of Western Unions ISCS computer at 
Middletown, Va. 
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proposed, a5 a cost saving measure, the elimination of country-by-country 
quotas to be replaced with a single world-wide quota, a concept with which 
ITT Worldcom has already exoressed satisfaction in our Ausust 28, 1975 
Comments in this matter. The Commission could reasily amend the revised 
formula in this respect upon the petition of an interested party. 

RCA's argument that the revised formula will result in a degradation 
of service for the former “exclusive"traffic is similerly without merit. In 
the first place, ITT Worldcom seriously questions whether, in the context of 
the overall hancling time ‘or an overseas m2ssage, particulesly the nandling 
time at the overseas end, the alleged 20 minute celay in transit time 
resulting from processing the traffic through the Minneapolis center has 
any real significance to the user. More importantly. however, RCA 
Glonbcom is tn effert arauinn that the "avelusive’ country uzers ere receiving 
preferential treatment vis 2 vis other users under the existing formula, 
and that the Commission has an obligation to sacure the continuation of 
this preference. This argument is so completely ia conflict with the 
Commission's mandate to see that all carriers provice their service in 
such a manner as to avoid all unjust or unreasonable discrimination, and 
all undue or unreasonable preference, or prejudice es to make further 


rebuttal unnecessary. 


Cad . “9a4 


RCA Globecc’.'s callenge to the Commission's action in 
prescribing an “interim”. .v'sed formula is apparently predicated on the 
theory that the "problems" heretofore adcressed would be eliminated if the 
Commission had avoided the prescription of the interim formula. Although 
we have already shown that RCA Globcom's “problem” arguments are without 
merit, the more important consideration i§ that the Commission had no option ex- 
ceptto prescribe an interim formula. Fundamentally, the Commission has 
mace three findings in the Formula Order: (1) Thot the existing formula is 
unlawful: (2) That, es a matter of policy, an all-routes “formula” should be 
adcopted, but that the recore cic not srovide an adequate basis for the 
prescription of such 2 formula: and (3) That a prozortional Histribstion formula 
would be lawful and was supported dy the record. Having found this existing 
formula unlawful, and that a lawful formula coutd be preserized, Section 222 
(2)(3) requires that the Commission shal) prescribe such a levful formula. 
That the Commission concurrently Degen 2 new rule-making prececding 
gddraused to the future prescription of an alternative lawful formula, and 
which is indefinite in both time and possible result, can heve no bearing on 
either the lawfulness of the “interim” formula or the Commission's obligation 
to promptly prescribe that “interim” formula. 


In sum, the RCA Glodcom challenges to the Commission's findings 


as to the unlawfulness of the existing formula, and the prescription of a 
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revised formula are singularly devoid of merit. jenked, even assuming 
arcyendo thet some of RCA Globcom's out of context nit-picks at the 
Commission's decision were meritorious, even the authorities cited by 
RCA Glodcom in support of its “arbitrary and capricious” arcument 
inake clear that the Commission's cecision here would be upheld. In 
Rowman, the Supreme Court stated that, “Under the ‘arbitram: 274 cargcious’ 
standard the scope of review {s a rarrow one. Areviewing court must 
consider whether the cecision was basec ona consideration of the relevant 
factors and whether there hes Seen & clear error of judgment.... Similarly, 
the Court of Appeals (DC Circuit) stated in Nader that, “Cur function ts net 
to impose our own standerds of reasonableness uson the Commission, but 
rather to ensure that the Commission's order is supportec by substantial 
record evicence and is neither arbitrary, capricious, ner en @buse to 
discretion.” The Court of Appeals also quoted with approval a éecision 
of the District of Columbia Court of Appeals where that Court said, 
"Arbitrary action, however, is action not based on facts or reason. The - 
burden upon petitioner is not merely to put forth an acceptable alternative 
but rather to samoueeien clearly and convincingly a fatal flaw in the action 


3/ 


taken.” Clearly, RCA Globcom has not met the test laid Gown by these 


6/ Bov:man Transcertation, Inc. v, Arkanse: -Bast Traic Syctem, |! 
$19 U.S. 281 (1974), and Nader vy, TCC, $20 F.2d. 182 (1975). 

6/ Idat 285 

7/ td at 192 


Goodmin v, Prblic Service Commission-309 A,2d 97 (1973). 


‘729 


tribunals. The Commission's Formula Order must stand. 


There Was No Error In The 

Commission's Determination 

No: To Conduct A Full Evidentiary 

Hnacine In This Mattor 

RCA Globcom continues to assert its alleged right to an evicentiary 

hearing in this matter, with the obvious purpose of delaying the implementation 
of a lawful formula. Try as it will, however, RCA Globcom remains unable to 
develop a suitable rational for requiring such en evidentiary hearing. The 
Commission has dealt with RCA Globcom's hearing request by pointing out 
that the Formula is a rule within the meaning of Section 551 (4) of the 


Aaministrative Procedure Act(APA, and that this proceeding is consecuently 


2 rule-making for which, in accordance with Secticn 552 of the APA, a triar 


Talashare Cornesy cf Pa, v, FCC, 


type hearing is not required (citing Ba} 
$03 F.2d 1250 (19787.) 

Even, however, if it were possible to conclués, through some 
stretch of imacination, that a trial-type heering wes conceptually 2pnropriate 
“ this formula suai. the court decisions have consistently applied the 
principle that an evidentiary hearing is not required where no material {ssues 
of fact are tn disfute (see Reply Comments of ITT Worldcom, cated September 6, 


1974, in this matter, pp. 15-17). And. there simply are no material issues 


of fact in Aisoute in this proceeding. In its instant petition, RCA Globcom 
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has dredged the bottomot its barrel and produced a list of nine alleged 
factual issues which it claims should have been addressed in the context 
of an evidentiery hearing. In eddition to the infirmity that these sleaed 
factual issues are raised for the first time bv RCA Glen-em ina Petition 
to Stav. they are also largely irrelovent to the issues tn this oroceeding. 
Even where marginally relevant, these issues ere more aaproprictely matters 
of dolicy, orina few instances, matrers whicn could not b? “decisively 

al 


resolved” in an evidentiary hearing. The Commission was clearly 


correct in refusing to conduct an evicentiary hearing in this proceeding. 


2CA Glotcom Has Failed To 
Satisfy Other Criteria For The 


leeuane2 Of & Stay As Wal] 


While RCA Globcom's failure to establish any (much less strong) 
likeli hood of prevailing on the merits of its aofceal is edsoluicly fatal to 
4 
its Petition for Stay, ITT Werldcom would nentheless show, for completeness 


of the record, that RCA Globcom has also failec to satisfy other criteria 


necessary to the issuance of a Stay. 


a/ See B2llof Perasvivanta, id, where the Court of Agodeals (3rd Circuid) 
determined that the existence of such “factual” issues did not trigger 
@ requirement for en evidentiary hearing. 
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RCA Globcom has claimed that it will suffer {rreparable injury 
ifa stay is not granted. This claim {s besed on the prospect of its 
receiving a lesser proportion of unrouted traffic, at Jeast initially, under 
the revised formula than it receives under the existing formula. While 
there is no denying that RCA Globcom will receive a lower percentage of 
unrouted traffic uncer the revised formule than it receives today, there 
axistS a serious question as to whether this mests the irreparable injury 
test recuisite to the issuance of a stay. As recognized in both 
Yiecinis Potrelounm (Supra), and the Commission's recently decided 
Recuort For Stav OF Fee Schedule, the mere occurence of some loss of 
revenue as a result of a stav not issuing does not, of itselt., COnsuture 
irrepirabvie injury. tndeed, in Fea Schotvle the Commission suggested 
thet such a loss must at least be significantly burcensome to the ootitione 
for there to be imeparable injury. It is hard to conclude "hat RCA Glonecom's 
potential loss for the relatively short curation of its aon2al can be censidere: 
sigaificently burdensome in the context of thet camier'’s overall revenues. 
Moreover, the other side of the coin must be considered. ITT 


i/ 


Worldcom and other carriers have for decades been deprived of a fair, 


just, and reasonable share of unrouted traffic, by this unlawful formula. 


yn/ S2FCC 2d 224 (1975). 


Y/ IfT Worldcom's compleint against the existing formula was filed 
cver ten years ago. 


ae Se a a ae ee a ee cL knee: «Saar en ae Soe on ve ee eee ees eee 
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During that same time, RCA Globcom has enjoyed the largesse of a dispropor~ 

tionate share of that unrouted traffic, which, ona cumulative basis, far 

exceeds any potential loss which that carrier could suffer during the 

pendency of its appeal. Thus, while denial of a stay will not harm RCA 

Globcom, issuance ‘of such a etav wll ‘nether persatuzte the lona-standing 

inecuity of this formula against ITT Worldcom and other carriers ina 

similer position. Morcover, the potential revenue loss of ITT Worldcom 

from the issuance of a stay is just as real as RCA Glodbcom's potential 

locs from its denial. In these circumstances, and with the existing formula 

having been found clearly unlawful, ITT Worldcom submits thet cequiteble 

considerations weigh heavily on the side of denial of the requested stay. 

RCA Glokcom has also argued thet a stay would be in the public 
interest on the grounds that implementation of the interim formula would 
cause costly chances in carrier facilities and increased inarketing and 

: aivertising costs, all of which would allegedly have to be ultimately 


* 


bourne by the public. As to facilities costs, IIT Worldcom can state that, 
even with an expected increase in traffic from the revised formula, it dces 
not expect any significant additions or changes to its chysical plant to 

be required. And, itis simply incenceivable that RCA Glotcom, which 
expects to lose traffic, will find any increased plant expenditures required. 


lm 


As to RCA Globcom's alleced substantial incrarece tn aduesticeina and marketin$ 


mf 
costs, we have already shown that such would nat appear to he an economic::.y 


prudent corse. And, while we can only conjecture as to RCA Globcom's 


ultimate decision in this respect, we can state that LIT V/orldcem does 

not anticipate any stanificent increcse in its own marketing and advertising 
costs. Tinally, it should be noted that, as an eccnomic fact of life in 

a competitive environment, rates to the sublic for any service are always 
set at the level of the lowest oriced competitor. ITT Worlacom certainly 
doos not anticipate any increase in its overseas message rates as a result 


of implementation of the revised formula. . 5 


Conclusion 

AS ITT Worldcom has shown hereinbefore, RCA Glebeom hes shown 
no basis for its requested stay of the Cermmission's Formula Order. Fer 
from showing a streng likelihood of orevailing on the merits of its appeal, 
RCA Globcam has cot even shown a marginal likeli hood of such success. 
The Commission's decision is eouad, well reasoned, and claarly supported . 
oy the record. : Nor has RCA Globcem shown irreparable injury from a denial 
ofa stay. Indeed, when viewed in the context of the history of the existing 


formula, the injury to ITT Worldcom end other similarly situated carriers, 


which would result from the issuence of a stay, far out-weighs any injury 
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to RCA Globcom from its denial. Finally, RCA Glebcom had failed to 


show that a stay would further the public interest. Therefore, the 


Commission is respectiully recuested to dismiss or deny, a¢ appropriate, 


RCA Globcom’s Petition to Stay. 
Respactiully submitted 


ITT World C a Inc. 
¢ 


omens 
By: ae A, ~4 
fot Attorney 


Dated: February 23, 1976 


CERTIFICATE OF SPRVIGE. #34 


I, Shawn Eames. hereby certify that on this 23rd day of 


February, 1976, I mailed a copy of the foregoing *“Gosesition to 


Petition to Stay” by United States Mail, postage prepaid, to the 


lovwring persons: 


Mr. Walter R. Hinchman 

Chief, Common Carricr Bureau 
Federal Communications Commission 
Washington, D. C. 20554 


Car] J. Cangelosi, Esq. 

RCA Global Communications, Inc. 
50 Broad Street 

New York, N. Y. 10004 


Roser P. Nowell, Esq. 

Viestern Union International, Inc. 
Ons WUI Plaza 

New York, N. Y. 10004 


ericx Matte, Esq. 
ecommuntcations Cerp. 
ennzylvenia Avenue, NW. 
ington, D. C. 29905 ° 


Mr. John Munroe 
Internation2! Quota Bureau 
26 Broaiway 

New York, N. %. 10004 


Me. L. F. Swaine 

Conalian Pacific Railway Co. 
Suite 918 - Piace du Canada 
Montreal 3, Quesec 

Canada — 


Mr. J. M. Eaton 

Canedian National Rails ray Company 
151 Front Street West - Room 512 
Toronto 1, Ontario 

Canada 


Leon Kestenbaum, Esq. 
Western Union Telegraph Co. 
1828 L Street, N.W. 
Washington, D. C. 20036 


William D. English, Esq. 

Vice President ani General Counsel 
Comsat Genzral Corporation 

939 L'Enfart Plaza, S.W. 
Washington, D. C. 


United Stetes-Liberia Radio Corgeration 
1260 Firestone Parkway 
Akron, Ohio 44317 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 
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In the Matter of 


Operations in the Continental United % RM-690 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 


International Record Carriers’ Scope of ) Docket No. 19660 
) 
) 
) 

of the Communications Act 


TO: THE COMMISSION i ne * 
OPPOSITION TO PETITION FOR STAY 


TRT Telecommunications Corporation (TRT) hereby submits 
its opposition to the Petition For Stay filed by RCA Global Com- : 
munications, Inc. (RCA) on February 11, 1976, with respect to the : 
Commission's Report and Order and Notice of Proposed Rulemaking, 
released January 7, 1976 ("the Decision"). In support hereof, TRT 
respectfully states as follows: 

On January 7, 1976, after a very lengthy proceeding in 
which all interested parties were siven the opportunity to present 
their views and to challenge the views of other parties, the Com- 
mission issued a well-reasoned and well-documented Decision in 
which it concluded "that the present method of distributicn em- 
bodied in the international formula is unjust, unreasonable, 
inequitable and not in the public interest; and that the formula 
should therefore be replaced ...” (Decision, para. 3). 

The Commission further held that: 

*.) ehe record before us as well as elementary logic 
clearly warrants the conclusion that both the indivi- 
dual carriers and the public have been harmed by the 


formula's denying a carrier unrouted trarttic. The 
carriers so affected have seen their marketing efforts 


a oe 
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essentially nullified by the balancing provisions -- 
dronically, the more successful those efforts have 
been, the more the carrier has been penalized. The , 
formula's arbitrary disregard of the public's role 
has thwarted its expectations and may have resulted 
in an improper allocation of resources. Accordingly. 


we have concluded that those who have been injured 
are cntitied to reliet. (Emphasis added; Decision, 
para. 43). 

RCA's Petition For Stay is a patent attempt on its part 
to delay relief to the public and the other carriers, to which 
the Commission has found they are entitled, in order that it 
may continue to enjoy the inequitable advantages accruing to 
it Yor an indefinite future period pending its apreal. Accord- 


ingly, we respectfully subrit that RCA's petition snould he 


denied. 


RCA relies heavily on the fact that the formula revisions 
which are scheduled to become effective in March have been des~ 
cribed as "interim". Thus, RCA argues that it is impractical to 
effectuate an “interim” formula while its aupeat is pending. RCA‘S 
argument might have some plausibility if the Commission had con- 
templated that the "interim" formula would be operative only for 
a matter of a few months. However, on the contrary, it is clear 
that the Commission contemplates that the "interim" formula will 
govern the distribution of unrouted messages for a substantial 
period of time. Although the Commission believes that it should 
proceed in the direction of required .customer routing of messages, 
it recognizes that it might not be practical to implement this 
proposal in the immediate future. In this regard, it noted in its 
Decision that at present a large number of customers either do not 


care to route their messages or are not familiar with the different 
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international record carriers (IRC's) and that until there is 
greater awareness on the part of the public of the competitive 
alternatives available to them, substantial problems would be in- 
curred in implementing required customer selection in place of a 
quota system. The Commission's Decision, therefore, contemplates 
that during the period in which the interim formula is operative 
the IRC's will make their solicitation efforts more effective in 
informing the public as to the alternative IRC routings. Obviously, 
the Commission does not contemplate that the IRC's will be able 

to make substantial inroads into the large unrouted message market 
in a matter of a few months. This is further illustrated by Para- 
graph V of the interim formula which calls for a recalculation of 
quotas every six months. 

Although RCA cites Virginia Petroleum Jobbers Associ- 
ation v FPC, 259 F2d 291 (DC Cir. 1958) as setting forth the cir- 
cumstances in which the issuance of a stay is warranted, it has 
completely failed to make the showing required by that case. In 
this regard, we submit that RCA's chances of success on appeal are, 
to say the least, extremely remote. RCA has not shown irreparable 
injury, but only that absent a stay it will no longer be able to 
continue its present inequitable preferred position under the 
formula. Moreover, a grant of a stay would be contrary to the 
public interest and would clearly and directly result in irreparable 
injury to TRT and other carriers which are unjustly denied unrouted 
traffic under the present inequitable formula. 

Likelihood of Success on Appeal 


RCA's burden on appeal is heavy indeed. It must per- 


suade the Court to overrule a well-reasoned and well-documented 
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Decision of the Commission on a highly technical subject which 
4s clearly within the Commission's expertise and authority. 
Moreover, the Commission's Decision in this case is clearly 
,correct. Thus, for RCA to prevail on appeal, it must somehow 
persuade the Court that the Commission abused its discretion by 
finding: 

- That the present formula provisions, which are 
structured to maintain the relative 1942 market shares of the 
carriers, are unreasonable under current circumstances; 

- That the present formula, which results in the great 
preponderance of unrouted traffic being transferred to only two 
of the IRC's without relation to their share of routed traffic, 
4s inequitable; 

- That in the competitive international record carriage 
industry, the division of the market should be determined by cus-~ 
tomer choice ‘and the competitive efforts of the carriers rather 
than by an arbitrary formula based on circumstances prevailing in 
1942; : 

- That there was no need to conduct trial-type eviden- 
tiary hearings in a rule making proceeding such as this in which 
no material facts are in dispute. 

The Court of Appeals should have little difficulty in 
sustaining the Commission's basic findings and conclusion in this 
case, and accordingly, there is very little likelihood that RCA 


could prevail on the merits of its appeal. 


“73 


Irreparable Injury 

RCA claims that it will sustain an annual revenue loss 
of sogventbabely $428,000 for outbound traffic and an annual 
revenue loss of $1,600,000 for inbound traffic as a result of a 
redistribution of traffic under the revised formula. However, 
the Commission has found that such traffic which RCA will lose 
under the new formula had been inequitably transferred to it 
under the old formula and should accrue to other carriers. 
Moreover, a grant of the stay requested by RCA would resilt in 
the irreparable loss by other carriers, now inequitably disad- 
vantaged under the present formula, of the traffic and revenues 
to which the Commission has found they are entitled. 

RCA's other claims of irreparable injury, i.e., an 
unguantified loss because of the uncertainty of the duration of 
the interim formula and additional marketing expenses, also should 
not be given any credence by the Commission. RCA does not specify 
what revisions in its operations and the operations of other car- 
riers will be necessary under the interim formula. In this regard, 
we submit that no changes by the IRC's and only minor operating 
changes by Western Union would be necessary to accommodate the 
formula revisions prescribed by the Commission. Moreover, as ais- 
cussed above, there is little question that the Commission's Deci- 
sion will be sustained by the Court of Appeals and that the interim 
formula will remain in effect for a substantial period. 

RCA did not set forth the basis of its estimate that its 


marketing expenses will be increased by $342,600 a year under the 
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new formula. In any event, RCA is under no compulsion by 
the Commission to spend any additional amounts for marketing. In 


this regard, TRT does not intend to increase its marketing budget 


as a result of the Commission's Decision. Rather, it will redirect 
its marketing efforts to place greater emphasis on the solicitation 
of public message traffic. 
Effect on the Public interest 

Although the harmful effects on the public of a continu- 
ation of the present inequitable formula are difficult to quantify, 
they are, nevertheless, quite real and substantial. In this regard, 
the Commission held: 


"In this connection, however, we wish to note that we 
are not concerned here whether or not a party can quan~ 
tify negative impact of the formula. ITT did not claim 
that the formula has led to an impairment of service 
quality. At most, it argued that the disincentive dis-~- 
couraged improvements in quality. This is precisely 
what concerns us about the present pattern of distribu- 
tion. We cannot ignore the possibility that guality of 
service could have been improved absent the inequities 
of the formula. In any event, by placing distribution 
of traffic on a rational and competitive basis, we can 
minimize this danger and maximize the possibility of 
future benefits. For this reason, we believe the dis- 
tortions in distribution patterns in the present formula 
are injurious to the public interest and should be 
eliminated.” (Decision, para. 24). 


As the Ccemmission found, although the drafters of the 
present formula contemplated that unrouted traffic to practically 
all overseas destinations would be divided among several carriers, 
because of internal inconsistencies, the formula soon became so 
{imbalanced that to most destinations one carrier received all 
unrouted traffic. In recent years Western Union has taken advan~ 


tage of this imbalanced situation and programmed its Middletown 


: 
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computer switch to recognize these "exclusive" routes by auto- 


matically switching all traffic destined to such “exclusive” 
areas to the appropriate carrier without transversing 

its quota routing center at Minneapolis. Out of the 59,000 
unrouted international cablegrams Western Union now receives each 
week, 26,000 are destined to “exclusive” areas and automatically 
routed by its Middletown computer. The remaining 33,000 messages 
‘are sent to Minneapolis where they are tallied ana switched. 
Since the imbalances which resulted in "exclusive" routes have 
been removed under the revised formula. Western Union initially 
will no longer be able to automatically switch a portion of the 
unrouted messages received by it. Rather, all unrouted messages 
will have to be tallied and routed in Minneapolis. Western Union 
has estimated that its incremental cost of processing the addi- 
tional 26,000 messages a week in Minneapolis will be approximately 
$150,000 per year. It also estimates that the processing in 
Minneapolis delays the transfer of messages to IRC's by approxi- 
mately 20 minutes. 

RCA argues that the additional cost and delay required 
by Minneapolis processing would be harmful to the public. In this 
regard, we will agree that cost and delays should be eliminated 
to the extent feasible and we have no doubt that Western Union and 
the IRC's will work to eliminate any unnecessary costs and delays. 
However, om very requirement of a distribution formula interjects 
a complicating factor in the message handling process which is 
bound to result in some additional cost and delays. If the elim- 


ination of handling costs and delays were the only criterion to be 


ee 
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considered, the most efficient formula would be one under which 
all traffic, both routed and unrouted, were transfefred to only 
one carrier. However, other factors, such as equity among car~ 
riers, deference to customer choice and competitive incentives, 
must also be considered. 

The additional costs and delays under the interim formula, 
we submit, are de minimis in the total context of the administra- 
tion of an equitable formula in the public interest. One hundred 
and fifty thousand dollars per year represents only approximately 
five cents for each of the approximately 3,000,000 unrouted mes- 
sages handled by Western Union annually and quite clearly will not 
affect the charges paid by the public for this service. A 20 minute 
delay is also inconsequential in the total context of public message 
handling and is no more than the delay now being incurred with 
respect to the majority of unrouted messages which already must 
transverse Western Union's Minneapolis routing center. 

Moreover, it should be recognized that the implementation 
of the interim formula will encourage the IRC's to improve their 
efforts in soliciting routings from customers which now file 
unrouted traffic with Western Union. As unrouted traffic as a 
percentage of total traffic declines, the costs and delays inherent i 
the administration of any equitable formula will be reduced. Thus, 
in the longer run,delays and costs will be reduced by the prompt 
implementation of the interim formula, rather than by the reten- 


tion of present inequitable and obsolete formula provisions. 
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Substantial Harm to Others 

A grant of a stay would most clearly result in direct, 
substantial and irreparable harm to RT and other carriers which 
are denied an equitable share of unrouted traffic under the 
existing formula. TRT estimates that a grant of a stay would 
deny it $250,000 in net retained revenues annually with respect 
to the loss of outbound international traffic alone. RCA cannot 
minimize the clear irreparable losses of the other carriers merely 
by stating that the other carriers have existed under the present 
inequitable formula for 30° years. _It is, of course, true that TRT 
could survive the continuance of the present formula, just as the 
implementation of the newly prescribed formula would clearly not 
threaten RCA's continued operation. However, the Commission 
after a lengthy proceeding on the basis of a complete record now 
has found that the present formula is unjust, unreasonable, 
inequitable and not in the public interest and has prescribed a new 
formula to correct the infirmities and inequities which it has 
found to exist. Surely, RCA should no longer be permitted to 
retain its unjustly preferred position at the expense of the 
other carriers. 

Significantly, RCA has not suggested any procedures, 
such as an accounting order, to protect the rights of the other 
carriers if it should be unsuccessful on appeal. Rather, it 
seeks ‘an unconditional stay which would compeltely deny the rights 
of TRT and other parties to this proceeding. The position taken b 


RCA is no doubt a result of its understandable lack of confidence 


in its chances for success on appeal. 
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WHEREFORE, TRT respectfully submits that RCA‘'s Petition 
For Stay should be denied. 
Respectfully submitted, 


TRT TELECOINUN TCATIONS CORPORATION 


‘BY: ARi,Ae a ; sate 


Roderick A. Mette 
Vice President & Counsel 


1747 Pennsylvania Avenue, N.W. 
Washington, D.c. 20006 


Pebruary 23, 1976 


ah 


I, Cynthia A. Martell, 
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1828 L Street, N-W. 
Washington, D.C. 20036 
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267 Broad Street 
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Francis J. DeRosa, Esq. 
Carl J. Cangelosi 
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60 Broad Street 
New York, N.Y. 10004 


Ernest Brod, Esq. 
Western Union International, Inc. 
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New York, N.Y. 10004 
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Mr. H. J. Clarke, General Manager 
Canadian National Telecommunication: 
151 Front Street, West 

Toronto, Ontario 

Canada 


Mr. Henry Goldberg 

Verner, Llipfert, Bernhart, 
McPherson & Alexander 

1660 L Street, N.W. 
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Before the 
Federal Communications Commission 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 
RM-690 


International Record Carriers’ Scope of 
Operations in the Continental United States, 
Including Possible Revisions to the Formula 
Prescribed Under Section 222 of the Communi- 
cations Act. 


a ae a a ed 


TO: The Commission 


Partial Opposition 


RCA Global eee nena Inc. (RCA. Gldbcom) hereby 
opposes in part the “Petition for Reconsideration” filed by 
Western Union International, Inc. (WUI) on February ki, 1976... In 
its petition, WUI requests the Commission to take the following 
actions: 

1. Revise the interim formula prescribed by the Com- 

missidén in its Report and Order and Notice of Proposed 

Rulemaking (Order) released January 7, 1976 so that all 


unrouted international telegrams would be distributed 
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to the international carriers in proportion to only 
that routed traffic originating outside of the existing 
gateways; 
2. Postpone the effective date of the interim formula 
until January 1, 1977. so.as to permit an orderly, 
efficient and economical implementation of that formula, 
- . 
3. Clarify the definition of routed traffic in the 
Order so as to make clear that direct access traffic 
spe abose tac with the gateway customers of The Western 
Union Telegraph Company Qieateen Union) is counted as 
routed traffic for the purposes of the interim formula. 
RCA Gldbcom will show that the change requested by WUI in item 1 
above is antithetical to the increased competition which the Com- 
mission has sought to encourage with the interim formula,* is based 
on a claim of disadvantage which has not been. proved or shown to 
be significantly different than suffered by other carriers, and 


in total constitutes only an attempt to secure for itself 


*RCA Gldbcom, of course, disagrees with the validity of the 
Commission's determinations on the present and interim formulas. 
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the most privately beneficial formula possible. With respect 
to item 2 above, if RCA Gldbcom's petition for stay referenced 
below is denied, we would support the WUI petition inasmuch as 
it recognizes that the immediate effects of the change in the 
formula proposed by the Commission will be especially acute and 
that equity among the carriers demands that the new formula be 
phased in. RCA Gldbcom likewise sian the clarification re- 


quested by WUI in item 3. 


Background 


On January 7, 1976, the Commission released its Order 
purporting to find unlawful the existing international formla 
governing the distribution of unrouted international telegrams. 
In its place, the Commission prescribed an interim formula which 
would give to an international carrier unrouted traffic in pro- 
portion to traffic routed via it whether the traffic originated 
on the Western Union system or the carrier's own system. The 
touchstone of the Commission's Order in at least prescribing the 
interim formula was that it would foster maximum competitive 


efforts among the international carriers for all telegram traffic 


- Y§ - 


within the United States. 

RCA Cldbcom filed a petition for stay pending judicial 
review with the Commission on February 11, 1976 asserting that 
the Order fails to satisfy the statutory deotveaeats of the 
Communications Act and fails to ist either the finding that 
the existing formula is unlawful or that the new fuvecks should 
be prescribed. It also int cece that all of the conditions 
required before a stay would be granted had been met and that, 
accordingly, the effective date of the interim formula should 
be postponed until the completion of che judicial review. There- 
after, on February 13, 1976, RCA Gldbcom petitioned the United 
States Court of Appeals for the Second cecide cn review of the 


Order. 


WUI's Proposed Exclusion Of International 
Carrier Originated Telegrams From The 


Definition Of Rout.d Traffic Should Be Rejected 


The thrust of the WUI argument is that the Commission's 
decision on the international formla "failed to give appropriate 
recognition to the fact that the IRCs compete in two essentially 


different markets": (a) the gateway market where the international 
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carriers can serve customers directly, and (b) the hinterland 
market where most custcmers originate their international tele- 
grams with The Western Union Telegraph Company (Western Union). 
WUIL further: states that these two markets are distinctly different 
both geographically and conceptually. 

RCA Gldbcom submits that the WUI is attempting to 
create distinctions which have no place under the Commission's 
rationale used in prescribing the interim formula. In its decision, 
the Commission stated: 

We believe that the volumes (of unrouted traffic 

g@istributed) should be based on all routed traffic, 

wherever originating in the United States. This in- 
cludes direct pickups, direct access, and routed WU 
transfers. This is the most likely way to achieve 

the goal of distributing unrouted traffic on the same 

basis as routed. Direct pickups are by definition 

specifically routed and represent a significant 

portion of overall traffic. Therefore, to ignore 

such traffic would be unrealistic and contrary to 

our overall policy herein. Paragraph 51. 

The overall policy the Commission refers to is one which seeks to 
encourage the expansion of the carriers’ solicitation efforts for 
all international traffic and thereby, supposedly, to increase 


competition among the carriers. The Commission directive in this 


respect was totally unrestricted and it appears clear that they 
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envision these increased competitive efforts to take place not 
only in the hinterland but aiso the gateway cities. Since the 
obvious intention, although we submit based on fallacious 
assumptions and without regard to the public interest, is to 
divide the unrouted tealfie ier as te give benefits to the "most 
successful competitor”, Jt would be untenable to arbitrarily 
divide the tutal market in which the carriers would be competing. 
WUI goes on to aryue that the inclusion of direct 
pickup traffic in the base for Steenthurdnn of the unreuted 
telegram pool would result in a significant and unjustified 
eres to it. It explains that since the creation of WUI, 
it has had the right under the formla to treat all traffic 
filed with Western Union in Manhattan south of 60th Street, and 
sath cbbeaeelnia punked, as being routed via WUI. It further says 
that itids the 1963 divestment there has been a drastic erosion 
of the traffic received as a result of this formula provision 
because of the closure of many Western Union public caldareph 
offices, the retermination of ticlines that were used exclusively 
for telegram Lee a and the removal of Western Union's 


telephone acceptance bureau to New Jersey. 
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The claim of prejudice to WUI is difficult to accept 
and even more difficult to accord any weight to since the change 
in the formula will have the most severe financial impact on 
RCA es scieae We have as much right to claim that prejudice 
exists and that certainly the siveiee economic impact should not 
be exacerbated. if WUI is ccadustouh 41 any way now, it was of 
its own choosing. event 1563, WuI ck Gaaoed a bonanza of 
"unrouted” telegrams as a result of the special provision + the 
formula. For that entire period, it did not have to support 4 
costly public telegraph branch office system. In essence, for . 
no effort, it received large quantities of traffic. It now 
complains, however, that the benefits from this special arrange- 
ment are hua esa in the past. _wul presents no traffic figures 
to support this contention and the few facts submitted are open 
to question. Thus, it states that the number of Western Union 
branch offices has shrunk from 85 to only 3. RCA Gldbcom — never 
had more than 20 eeasich offices in New York ei Recently, RCA 
Glabcom had operated only 10 branch offices and had requested the 
Commission for authority to close all but 4 of these offices.* 
*The Commission granted the RCA Glabcom office closure application 
in part and required that one additional office remain open. It 
should be noted, however, that one of the S offices now operating 
is located at the United Nations and is provided more as 4 diplomatic 


courtesy than for the purpose of generating significant traffic 
volumes. - 
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Likewise, RCA Gldbcom has no tielines dedicated to telegram use in 
New York City. Finally, with respect to the move of Western Union's 
telephone bureau, we are unclear as to the volumes of messages in- 
volved or that such a move affects WUI's rights under the formula. 
WUI appears to contend that this competitive disadvin- 
tage will disappear after September 30, 1976 since after that 
date it is free supposedly to open its own offices in New York 
City for the acceptance and delivery of international telegrams. 
It should only be noted that the Commission has already determined 
that WUI is under no legal disability, either under the formula 
‘or its contract with Western Union, with reapect to opening its 
own offices. If it feels Lsiiidacoeels it should immediately 
open such offices in the event the interim formula becomes 


effective. 


The Interim Formula Should Be 
Phased In If A Stay Is Not Issued 


If RCA Gldbcom's petition for stay is not granted, it 


would support the proposal that the interim formula should be 


phased in rather than making the change in such an abrupt manner 


‘752 


-9- 


as to cause severe economic harm to the affected carriers.* As 
noted, RCA Gldbcom will sustain an annual loss of approximately 
412,000 United States originated telegrams equating to approxi- 
mately $428,000. In addition, some 530,000 telegrams of foreign 
gorigin would also be lost causing an annual inbound revenue loss 
of $1,600,000. This traffic and revenue would be lost irretriev- 
ably and could not te recovered at some later time. It should 
also be recognized that RCA Gldbcom will not he able to immedi- 
ately effectuate any substantial cost reductions to offset the 
revenue losses as all of the want necessary to handle the traffic 
originating on the Western Union network bs already in place. 

“We also agree with WUI that a postponement of the 
effective date of the interim formula would be justified on the 
basis that it would allow Western Union to computerize the dis- 
tribution of unrouted traffic reducing substantially the annual 
recurring costs which are to be paid by the international carriers. 
Waiting until that time would also insure that the quality of 
service provided by Western Union would not deteriorate as is 
acknowledged if the distribution must be done manually at 


Minneapolis. 


— 


*The continuation of such support is, of course, dependent upon 
the outcome of the judicial proceeding RCA Glébcom has instituted 
to determine the validity of the Commission's formula decision. 
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the outcome of the judicial proceeding RCA Glabcom has instituted 
to determine the validity of the Commission's formula decision. 
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Conclusion 
In view of the above, RCA Gldbcom requests the Commission 
to deny WUI's Petition for Reconsideration insofar as it requests 
a revision in the interim formula excluding routed traffic originating 
in the gateways from the base nek for distributing the total un- 
routed traffic. i 
Respectfully submitted, 


RCA GLOBAL COM*UNICATIONS, INC. 
s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 
Its Attorneys 


60 Broad Street 
New York, New York 10004 


February 26, 1976 
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CERTIFICATE OF SERVICE 


Pa i a 


I, Mary S. meen aes certify that on this 26th day 
of February, 1976, I akin a copy of the foregoing document by 
United States mail, postage prepaid, to the following: 


Walter R. Hinchman 

Chief, Common Carrier Bureau 
Federal Communications Commission 
1919 M Street, N.W. 

Washington, D.C. 20554 


Leon M. Kestenbaum, Bee: 

The Western Union Telegraph Company 
1828 L Street, N.W. 

Washington, D.C. 20036 


Howard A. White, Esq. 

ITT World Communications Inc. . 
67 Broad Street 
New York, New York 10004 


Ernest Brod, Esq. 

Western Union International, Inc. 
One WUI Plaza 

New York, New York 10004 


Mr. J.A.Berenger 

The French Telegraph Cable Company 
2S Broad Street 

New York, New York 10004 


John F. Copes, Esq. 

Stephen S. Melnikoff, Esq. 

James 0. Juntilla, Esq. 

Staff Counsel 

Common Carrier Bureau 

Federal Communications Commission 
1919 M Street, N.W. 

Washington, D.C. 20554 


ad 


John D. Jackson, Esq. 

American Satellite Corporation 
20300 Century Boulevard 
Germantown, Maryland 20767 


United States-Liberia Radio Corporation 
1200 Firestone Parkway : 
Akron, Ohio 44317 


David H. Lubetzky, Esq. 

TRT Telecommmnications Corp. 
1747 Pennsylvania Aveme, N.W. 
Washington, D.C. 20006 


Mr. D.N. MacLeod, General Manager 
Canadian-Pacific Telecommunications 
Paris Du Canada (Sth Floor) 
Montreal 3, Quebec, Canada 


Mr. H.J.Clarke, General Manager 
Canadian National Telecommnications 
151 Front Street, West 

Toronic, Ontario, Canada 


Charles Miller, Esq. 
Covington & Burling 
888 - l6th Street, N.W. 


‘Washington, D.C. 20006 


(Counsel for TRT Telecomrunications Corp.) 


s/ Mary S. Ruedi 
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setore tne eS 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


for 
In the Matter or 


Docket No. 19660 
RM-6S0 


International Record Carriers’ Scope of 
Operating in the Continental United 
States, Including Possible Revision to 
the Formula Prescribed under Section 
222 of the Communications Act. 


To: The Commission 


OPPOSITION TO PETITION 
FOR RECONSIDERATION 


ITT World Conninieaians Tne, art Worldcom) hereby oppeses 
the petition of Western Union International, Inc. (WUT) seeking peckpe diaries 
of the Commission's order prescribing a revised International Formula 
(Formula Order). Since WUI's petition fails to establish any error 
in the Commission's decision, tt should be denied. WUI seeks to have 
the Formula Order revised in de major respects: (1) exclusion of 
IRC gateway pickups from the routed traffic totals used for distributing 
unrouted traffic: (2) postponement of the effective date of the revised 
Socmula te January 1, 1977; and (3) clarification of the revised Formula 


so as to confirm that the Commission's existing regulations with respect 


l/ Report and Order and Notice of Proposed Rulemaking, released 
January 7, 1976, Docket No. 19660, FCC 75 - 1430. 
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to overseas messages filed iat with an IRC by a Western Union 
Telesraph Co. {Western Union) subscriber locate in an IRC gateway 

are continued. The obvious purpose of thie suggestions, which are 
separately discussed below, is to make the revised Formula = 
eet to WUI's interests. Since the crib ichebeeeni of the Commission's 


Formula Order is the public interest, as distinguished from WUI's corporate 


interest, they should be denied. 


WUI Has Provided No Basis For 

Amendment Of The Routed Base 

Of The Revised Formula 
: ' In its petition, WUI urges that the oe formula be amended : 
so as to change the routed traffic base--on which unrouted traffic will 
be distributed proportionately--by eliminating be that base traffic picked 
up atgactiy by the IRCs in their gateway cities. Stated dehiacootty, een 
WUI's proposal, unrouted outbound overseas message traffic would be 
“{stributed to the IRCs in direct proportion to the routed traffic received 
from hinterland users. The reason for WUI's requested chance is readily 
apparent from the statistics - Table 2 of the Formula eau te. 13). 
WUI enjoys a substantially higher proportion of hinterland routed traffic 


than the proportion it receives either from gateway pickups or on an 


overall basis. And, WUI's request represents littlemore than a blatant 
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effort to manipulate the revised formula so as to achieve a distribution 
most favorable to it. vi 

WUI's attempts to justify this parochial nescttnean are completely. 
without merit. Its giainad Seoumacts as to differences between gateway 
pickups and hinterland routed traffic, based on the marketing postures 
or strategies of the IRCs or on alleged conceptual and/or geographic 
d'ctinctions, are so transparent that rebuttal appears unnecessary. 
Similarly, WUI's claim of lack of notice is without foundation. Both 
ITT Worldcom and TRT Telecommunications Corporation (TRT) have, from 
the outset of this proceeding, advocated a revised unrouted traffic 
distribution tn propartion to each carrier's share of routed traffic. And, 
while the focus of the comments filed herein may have been on using 
Western Unton routed eineking as a basis for nremerthior 3te distribution 
of unrouted traffic, it is disingenuous of WUI to maintain that it cid not 
consider the possibility of a revised formula based on proportional 
distribution and using all IRC routed traffic as a base. Moreover, to 
place WUI's argument in proper perspective, its comments throughout 
this proceeding have not concerned themselves with eny detailed neh 


for revising the existing Formula. Rather WUI's comments have consisted 


2/ Note also that WUI wishes to separate paid direct access traffic 
from other gateway pickuos, plactng it in the hinterland routed 
category, suggesting that WUI believes that it enjoys a higher 
proportion of this category of traffic as well. 
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largely of paeans of praise for the existing Formula and predictable arguments 
against any change. In fact, itis noteworthy that the existing formula, 
which WUI has praised so highly, Goes include gateway pickups in WUI's | 


quotas. 


iin aera th {s inconceivable that WUI would not have been aware that 
this traffic might be included in a traffic base for a revised Formula based 
on the proportional auspileution of cic aa to routed traffic. 

Even WUI's sapics ide argument for stentansice gateway pickups 
from the routed traffic base will not enn serious scrutiny. Wu! 
has argued that it operates ata competitive handicap in th2 pean ane 
because of its coiatice arrangement with Western Union for the use of 
only the Western Union gateway public offices. tis hard to take 
seriously WUI's claim of competitive disadvantage from its special 
relationshio with Western Union since it gets all unrouted traffic filed 
in those Western Union gateway offices; and this traffic is, by its nature, 
the occasional, probably unsophisticated user who is generally unaware 
that there are competing international record carriers. 

WUI's plaint that Western Union has substantially reduced its 
number of gateway public offices resulting ina "drastic erosion” of traffic 


filed through those offices also has a hollow ring. The reduction in 
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Western Union's Nig York City public offices was the result of a 
“consolidation” of a number at previdhaly existing offices into new 
offices dinetaunn much broader service coverage than in the former 
individual offices, and this “consolidation” was approved by the. | 
Commission as eis the piste interest. arch ii ITT Worldcom. 
and RCA Global Communications, Inc. (RC Globcom) have undertaken similar 
consolidations of their own gateway pubne offices. And, a | shrinking 
volume of traffic at cublie offices is meetnindy not unique to Western 
Union. ‘This isa Diekomeas which has steel all carriers with the 
commiting admsoss in the ease of filing messages from remote locations 
by various electronic means. 

' The WUI argument of a gateway disadvantage also suffers 
from a serious conceptual fallacy. The gateway public offices, to woo 
WUI ascribes a competitive " disadvantage” account for only a very 
small fraction of that carrier's, or of any carrier's, total gateway pickups . * 
Based on the summaries of the 13-week Western Union traffic study 
prepared by the Taceeriationdd Cuota Bureau (1Q8), the total number of 
unrouted ee filed through Western Union's public offices (and thus, 
considered directly filed with WUI) during that period was 8,098. | 
Looking at Table 1 of the Formula Order (p. 12), it can be seen that the 
total "Direct Pickups” reported by WUI for the period comparable to the 


Western Union study was 276,554. Thus, the WUI public office pickuns, 


as See The We rn U by oh C C 
Telegraph Offices, 37 F.C.C. 2d 813 (1972). 
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which account for only about 3 percent of that carrier's total gateway 
pickups, are completely over-whelmed by traffic from other modes of 
direct sans, particularly traffic filed by WUI's own subscriber 
tielines. It should be ee? that this minimal percentage of over-the- 
counter traffic as compared to overall ohtiey pickuos is also consistent 
with {TT Wendcom: s gateway traffic pickup ee pettences- ai : 
Indeed, if WUI really believed that it could praeer oe improve : 
its shar a of gateway filed traffic by mene ee its own gateway offices, it 
would certainly have petitioned the Sisrsaita wine for relief from the "danas? 
provision of the existing Formula. The alleged impediment of WUI's 
“agreement” with Western Palen, which apparently did nothing more than 
formalize the bani of the Formula, in reality constitutes no such bar. 
The Cammisetea has already determined that the continuance of this 
“agreement” would be contrary to the public interest. (Formula Crder, 


para. 38, 39, 41). 


4/ Although the statistics accompanying ITT Worldcom's Suoplemental 
Comments in this matter showed a relatively large percentage for 
Message Pickup, a verv euhetantial ornnertian of those pickups 
(aporoximatelv 89%) would not be comozrable to over-the-counter 
operations in tne context used herein. ‘lhey were instead batch 
pickuos on.a recular basis by 1LT Worldcom messengers trom panks 
anc other tinancial institutions. If WUI receives this type traffic 
it certainly would send its own messengers to make the pickups 
rather than relying on Western Union to perform this function. 
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In fact, eee as the ecu herein will show, WUI has 
never made any suggestion that it Se relieved of this Suduhua* In its 
"Reply" comments (dated August 16, 1974) WUI defended its use of the 
Western Union offices; in its ‘Su nplemental” comments dated August i, 
1975) WUI offered to er up its use of those Western Union gateway 
offices as a concession to the acceptance by other ‘sits and the 
Commission van a ak nies rials by ae for elk Miele Formula 
ee Nee and, finally, in its Petition for Reconsideration here, needing 
a scape-soat to Settscitties lower than desired proportions of gateway filed 
traffic, WUI offered up the exclusive Western Union public office arrangement 
as the alleged culprit. | : : 

From the foregoing, it should be clear that WUI suffers no 

competitive handicap from its arrangement with Western Union for bahecas 
public office pickups. The relatively sharp differential between WUI's 
proportionate share of hinterland routed traffic and gateway pickups, an 
anomaly unique to that carrier, should more realistically be recognized 
as an undue advantage enjoyed by WUT for hinterland routed traffic. 
Indeed, these statistics largely confirm ITT Worldcom's long held thesis 
that the name similarity between WUI and Western Union is confusing to the 
occasional user, with the result that some traffic which wauld have 


otherwise been filed unrouted is actually marked by the sender for routing 


via WUI. And, while the Commission may be unable to eliminate the 


competitive advantage derived by WUI from this name similarity, it certainly 
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should not acerbate this advantage by removing ais the formula data 
base other traffic which tends to moderate the effect of that bias. 

In the final analysis, ITT Worldcom submits that the Commission's 
choice of all routed traffic for the formula data base was eminently 
sound and logical; that the inclusion of gateway pickups in the data base 
increases the size of that data base more than five-fold, which, of 
itself, will tend to eliminate the effects of any inemaiien in the 


distribution; and that WUI has not made any credible showing of prejudice 


to it from the use of an all routed traffic data base. 
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-9- . hee : t tr we 
WUI's Plea For a Deferral Of The 
Formula Effective Date Is Completely Lacking 
__In Merit 
The argument of WUI for a deferral of the effective date of © 


the revised formula is nothing more than a plea that it be permitted 


to enjoy the benefits (to WUI) of the existing Formula for just 


existing Formula. And, while it can appreciate WUI's cesire 

to delay the “moment of truth” as long as possible, ITT iain 
submits that, having “een the existing Formula to be unlawful, 

it is Incumbent upon the Ganmiusion to implement its decision 


prescribing a revised oo “a quickly as possible, : 
WUT has shown no reason why the tevised Formula cannot be 
implemented pursuant to the Commission's timetable, With eer 
short extension to March 21, requested by Western Union and 
agreed to by all parties, Western Union represents that it will 
be prepared to begin distribution of unrouted traffic ctsuues to 
the revised Formula. At a meeting of the International Formula 
Committee (IFC) on February 18, 1976, agreement was reached 


as to all significant administrative details relative to the formula- 


tion of specific quotas by the IQB. 
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The argument of WUI that implementation of the new Formula 
will cause “disruptions” in the internatlonal record industry Is 
specious. ITT Worldcom will not require any significan change 
in its facilities or Sibley to handle an anticipated increase 
in message traffic under the revised isikth: It is inconceivable 
that WUI, which expects to lose traffic, will have any requirement 
for changed facilities, ‘But even if some adjustments were found 
necessary, WUI has been on notice for over ton years that a 
revision in tise Seneca Formula, at least generally along the 
lines of the revisions prescribed by the Commf{ssion, would be 
forthcoming. To now argue surprise and the need for an additional 
nine months to get ready for those revisions pied creculity 
to the breaking point. : 

WUI's argument thet deferral of the effective date would permit 
Western Union to program the Formula into its computet-ani thereby 
avoid nine months of charges for a manual distribution of the Formula 
traffic is similarly lacking in merit. In the first place Western Union 
has not yet determined either the time required or the costs involved 
in dcineeliiie the distribution under the revised Formula. It may well 
be that upon obtaining this information, the costs or required time inter- 
val may make such an effort unwise for the duration of this interim 


Formula. Indeed, Western Union itself has suggested going forward 
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on a manual basis while it studies further the possibility of a 
computerized distribution. With respect to the pene for the manual 
distribution, ITT Worldcom must point out thet they are only Western 
Union estimates, subject to review and analysis as * reasonable- 
ness by both the IRCs and the Commission. The estimated “start-up” 
costs for performing the manual distribution are a wandie nominal 
$12,000, and the Cammsenrai has wovidea for an equitable iiasieen 
of those costs among the ss adi cues IRCs. 

WUI's allegations as to caapertcive disadvantage in the gateway 
cities due to its alleged in ability to open its own gateway public 
office, at least orior to October 1. 1976 , has a addressed in the 
previous section herein, and, es well, by the Commission in the Formula 
Order. 

ITT Worldcom also suggests that the Commission canrot, consistent 
with its statutory duty under Section 222 of the Communications Act, 
oe the effective date of the revised Formula. It has found the exist- 
ing Formula unlawful and Section 222 ‘therefore requires that it orebexite 
a lawful Formula. There having been no meritorious reasons shown 
for any substantial deferral of the effectiveness of the revised Formula, 
we submit that the Commission is obligated to promptly terminate use 


of the existing unlawful Formula, and thus, to require the prompt 


implementation of the revised Formula. 
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Finally, ITT Worldcom would point out that this request is 
fundamentally a motion for a stay of the Commission's Formula 
Order, Therefore, the Commission Is required to deny the request, 
pursuant to Section 1.44(e) of the Commission's Rules and Regula- 
tions because it was not filed as a separate pleading as required 
by that rule, | 

_ 4a sum, ITT Waridcom submits that WUI's self-interest in 
pres#rving its existing cisproportionate share of unrouted message 
traffic for scme further pericd of time eladHy does not constitute 
good cause for the salads wiicte it seeks here. The Commission 
should therefore dea this WUI request. 

With respect to WUI's request for clarification of the Formula 
Order, as not effecting any change in the established practice for 
gateway "direct eccess” filings, ITT Worldcom submits that no such 
clarification is required. The practice of absorption by the IRCs of 
the ET ae costs of Western Union subscribers located in the 
gateways who directly file message traffic with the IRCs has existed 
for a very long time and is incorporated in the tariffs of the IRCs. - 
The Formula Order did not in any way address this practice. Therefore, 
it would be completely unreasonable to construe the revised Formula 


prescribed by that order as requiring any change in this long standing 


practice. 
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Therefore, for the reasons set forth hereinbefore, ITT Worldcom 
respectfully requests that the Commission Ceny the WUI Petition 
for Reconsideration of the _ Order. 

Respectfully submitted, 


ITT World Communications Inc. 


” Ve SS \eedn A 
4 aces 


ld on A 4. ee 


{john A, Ligon . " 


Its Mineouvs 
67 Broad Street 
New York, New York 10004 : 


Dated: February 27, 1976 


CERTIFICATE OF SERVICE. s —- 
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I, Shawn Eames, hereby certify that on this 27th day of 
February, 1976, I effected service of a copy of the foregoing "Opposition 


to Petition for Reconsideration on the following persons: 


Mr. Walter R. Hinchman 

Chief, Common Carrier Bureau 

Federal Communications Commission 

Washington, D. C.-°20554- . ' By Hand 


Carl J. Cangelosi, Esq. 

RCA Global Communication, Inc. 

60 Broad Street 

New York, New York 10004 By Hand 


Roger P. Newell, Esq. 

Western Union International, Inc. 

One WUI Plaza : 
New York, New York 10004 : By Hard 


Roderick Mette, Esq. 

TRT Telecommunications Corp. 

1747 Pennsylvania Avenue, N. W. 

Washington, D. C. 20006 By U.S, Maj) 


Mr. John Munroe 

International Quota Bureau 

26 Broadway 
New York, New York 10004 Ts Mw 


Mr. L. F. Swaine 

Canadian Pacific Railway Co. 
Suite 518 - Place du Canada 
Montreal 3, Quebec 


Canada By U.S. Maj] 


Mr. J. M. Haba 

Canadian National Railway Connuurny 
151 Front Street West - Room 512 
Toronto lI, Ontario 


Canada ie By U.S; Mat 


Leon Kestenbaum, Esq. lea 
Western Union Telegraph Co. sate - 
1828 L Street, N. W. 

Washington, D. ©. 20036 - ' By U.S, Mai] ie 


William D. English, Esq. 

Vice President and General Counsel 

Comsat General Corporation 

950 L'Enfant Plaza, S. W. ek 
Washington, D. C. By U.S, Mail 


United States-Liberia Radio Corporation 
1200 Fireston Parkway ie 
Akron, Ohio 44317 Tes ie By U.S, Mail 
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Shawn Eames 


3efore the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


In the Matter of 


Docket No. 19%66 
RM-690 


International Record Carriers' Scope of 
Operations in the Continental United 

States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act 


DP ee eel ee ee Ce Me 


TO: THE COMMISSION ~ 


TRT TELECOMMUNICATIONS CORPORATION'S 

, OPPOSITION TO PETITION FOR RECONSIDERATION 

TRT Telecommunications Corporation (TRT) hereby submits 
its opposition to the Petition for Reconsideration filed by Western 

| Union International, Inc. (WUI) on February 11, 1976 with respect 
‘to the Commission's Report and Order and Notice of Proposed Rule- 


making (Decision), released January 7, 1976. In support hereof, 


TRT respectfully states as follows: \ 
WUI requests the Commission to modify its Decision in 
three respects: : ‘ 


1. It requests that. traffic picked up, directly by 
international record carriers (IRC's) in their 
gateway cities be excluded from the "routed" 
traffic base that under the new formula pre- 
scribed by the Commission determines the pro- 
portion of unrouted traffic to he received by 
each IRC. 


2. It requests the Commissiga to defer the imple- 
mentation of the new formula for an additional 
10 months until January 1, 1977. 


3. It requests the Commission to modify Paragraph : 
IV(b) of the new formula to clarify that the 

IRC's may absorb domestic Telex and TWX charges 

of customers located in the gateway cities which 

use those services to file international tele- 

graph messages directly with the IRC's. 
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- Use of Gateway Pickup Traffic 
WUI contends that all traffic filed directly with the — 


IRC's‘originated by customers in the gateway cities should be 
excluded from the formula base. It claims that this traffic 
should be excluded because it is not traffic handled by The 
Western Union Telegraph Company (Western Union) and should not 
affect a formula relating to the distribution at traffic filed 
with Western Union. Thus, it argues “Clearly WUTelCo can only 
distribute traffic which it has received fron its own “customers, 
and Section 222(e) relates to this traffic, not the traffic ‘filed 
directly with the IRC's in their gateway offices” (WUI Petition, 
../3) However, WUI illogically contends that traffic which is 
directly filed with the IRC's by "hinterland" customers located 
outside of the gateway cities should be included in the "routed" 
base (WUI Petition, P- 8), although this traffic also is not 
handled or transferred by Western Union. 

WUI claims that the "hinterland/wuTelCco market" and the 
"“gateway/IRC market" are essentially different. However, we sub- 
mit that the IRC's compete for message traffic on a nationwide 
basis both in the gateways and in the hinterland. In both the 
gateways and the hinterland the customer may choose to file his 
message with Western Union or directly with one of the IRC’s. In 
both the hinterland and the gateways the customer has the option 
to route his message to a designated IRC or to file it unrouted. 


We, of course, are very cognizant of the fact that all 


the IRC's are now not accorded an equal opportunity to compete for 


direct file traffic because of the present unequal gateway 


is Aue ke I 


authorizations of the various carriers. However, this inequit- 
able situation will soon be remedied pious to the Commission's 
recent statement of policy in Docket No. 19660. Thus, although 
TRT previously argued in this ‘alee inde that because of the 
inequitable gateway structure, all gateway traffic choad be 
excluded from the formula base, with the present prospect of 
equal gateway authority, TRT is convinced that it can compete 
successfully and fairly with the other carriers on a nationwide 
basis. In this regard, it does not seek the aid of a gerryman- 
dered formula, such as that sought by WUI. | | 

WUI's argument that it was denied adequate notice et 
gateway direct file traffic might be “included in the traffic dis- 
tribution base under a revised formula to be prescribed by the 
Commission is quite clearly without merit. WUI was on notice 
from the inception of this long proceeding that the Commission 
was considering the revision of the international formula. Surely, 
the Commission was not required to adopt the pecposdls of any of 
the parties in toto. 

The basis for the Ccnmisaion''s inclusion of direct file 
traffic in the formula routed base is adequately explained in 
its extensive and well-reasoned decision. It is beyond contra- 
diction that direct pickups, as the Commission pointed out, "are 
by definition specifically routed” and are indicative of the cus- 
tomer's selection among the competing carriers. 

WUI's argument that it will be prejudiced under the new 
prescribed formula is equally without merit. At most WUI has 


shown that, because of changes in Western Union's domestic operations, 


win | hi af ds. 


it does not benefit as greatly as it once did from the prefer- 
ential treatment accorded to it with respect to gateway city 
traffic. Although WUI complains that there are now only heen 
WUI-designated Western Union offices in New York City, this is, 
of course, three offices more than TRT has in this very major 
traffic center. Moreover, WUI neglects to mention ehee Se: han 
operates its own telephone acceptance bureau and has its own ‘a ~ 
eukeneive tieline network in that city. Thus, WUI already has 
facilities of its own for the acceptance of message traffic which 
are substantially equivalent to the other New Vavesbnecd IRC's. 
In this regard, it should be recognized that only a very anal 
percentage of direct file traffic is filed over-the-counter at 


public offices. 


Deferment of the New Formula 


The Commission has held thats. 
* .. the record before us as well as elementary logic 
clearly warrants the conclusion that both the indivi- « 
dual carriers and the public have been harmed by the 
formula's denying a carrier unrouted traffic. The 
carriers so affected have seen their marketing efforts ; - 
essentially nullified by the balancing provisions -- 
ironically, the more successful those efforts have 
been, the more the carrier has been penalized. The 
formula's arbitrary disregard of the public's role- 
has thwarted its expectations and may have resulted 
in an improper ailocazion of resources. Accordingly, 
we have concluded that those «ho have been injured are 
entitled to relief. (Emphasis added; Decision, para. 43). 


WUI requests the Commission to deny the relief *o the 
public and the other carriers to which it has found they are 
entitled. for an additional ten months. 

WUI argues that justice should be denied for an saaie 


tional ten months because of need for the IRC’s and Western Union 


¥ 


ge 176 
to effect operating changes nal tagause WUI and others which 
have inequitably benefited under the old formula have relied on 
a continuation of their unjust benefits in making financial pro- 
jections. Wul does not specify any operational changes which will 
be required of the IRC's under the new formula. We submit that no 
significant changes by the IRC's will be necessary to accommodate 
the formula revisions prescribed by tne Commission. Although 
Western Union initially will ke semeieed to expand its Minneapolis 
quota center, Western Union states that all required changes in 
its operations will be completed by March 21, 1976, at which time 
it will. be prepared to efficiently accommodate traffic under the > 
“revised formula. Since Western Union has been on notice of the 
formula revisions since December 22, 1975, we submit, there is no 
basis for WUI's characterization of Western Union's preparation 
for traffic under the revised formula as “hasty”. Moreover, there 
is no basis to question Western Union's assurances that it will be 
able to implement adequately the new formula on March 21, 1976 

In the light of the pendency of this proceeding, we 
strongly doubt that WUI has substantially relied on a continued 
receipt of a 4isproportionate share of unrouted traffic in its 
financial projections. However, if it did, this ioinba only be a 
basis for questioning the prudence of WUI's management. Any 
unreasonable expectations which WUI may have had on this score 
are surely no basis to permit it to continue to enjoy its unjust 


formula preferences for an additional ten months. - 
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Gateway Direct Access 

WUI's final complaint with the Commission's Decision, 
relating to a clarification of Paragraph Iv(b) of the revised 
formula, is in the nature of a nit-pick. Although we believe that 
the present language of Paragraph IV(b), especially when read ka 
conjunction with Paragraph Iv(a), is sufficiently clear that the 
requirement of the customer to pay all domestic communication 
charses is only applicabte with paca’ to hinterland originated 
direct file traffic, we agree that clarifying language such as 
suggested by WUI would be beneficial. There is, of course, no 
reason to postpone immtementation of the new formula pending such 


minor editorial revisions in its langugage. 


Conclusion 

As the Commission is aware, ITT's complaint and petition 
seeking revision of the fornula, which initiated this proceeding, 
was filed more than ten years ago. After lengthy proceedings, in 
which all interested parties were given the opportunity to present 
their views and to challenge the views of other parties, the Con- 
mission issued a well-reasoned and well-documented Decision in which 
it concluded “that the present method of distribution embodied in 
the international formula is unjust, unreasonable, inequitable 
and not in the public interest, and that the formula should 
therefore be replaced ...” (Order, para. 3). In this regard, 
the Commission has formulated and prescribed an interim formula 


which corrects the major inequities and infirmities which are 


inherent in the present formula. 


708 
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Accordingly, we submit that relief has already becn delayed too 
long to the public and the carriers which are unjustly denied 
-ynrouted traffic under the present formula, and that the interim 
‘*¢5rmula should be promptly implemented. 
WHEREFORE, WUI's Petition For io cet keene should 
| be denied. | : i : 
Respectfully submitted, 
: “PRT TELECOMMUN ICATIONS CORPORATION 
? LG ae 
BY: fig LG SU ff 


Roderick A. Mette 
Vice President & Counsel 


1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


February 27, 1976 
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CERTIFICATE OF SERVICE 


I, Cynthia A. Martell, do hereby certify that a copy of 
the foregoing has been sent this 27th day of February, 1976 
to the following by United States mail, postage prepaid: 


mseph J. Jacobs, Esq. William D. English, Esq. 

rT World Communications Ine. Vice President & General Counse 
Broad Street Comsat General Corporation 

mew York, N.Y. 10004 950 L'Enfant Plaza, S.W. 
Washington, D.C. 20024 

arl J. Cangelosi, Esq. 


A Global Communications, Inc. ie. Henry Goldberg 
0 Broad Street Verner, Llipfert, Bernhart, 
ew York, N.Y. 10004 oe McPherson & Alexander 


1660 L Street, N.W. 
oger Newell, Esq. Washington, D.C. 20036 
estern Union International, Inc. 

ne WUI Plaza 

pw York, N.Y. 10004 (By Telecopier also) 


leon Kestenbaum, Esq. 

he Western Union Telegraph Co. 
828 L Street, N.W. Suite 1001 
ashington, D.C. 20036 (By Hand) 


- J. A. ‘Berenger 

he French Telegraph Cable Co. 
5 Broad Street 

ew York, N.Y. 10004 


nited States-Liberia Radio Corp. 
200 Firestone Parkway 
mkron, Ohio 


ir. D. N. MacLeod 

peneral Manager 

anadian National Telecommunications 

60 St. James Street, West - 
ontreal, Quebec i 

anada 


. L. F. Swaine 
anadian Pacific Railway Co. 
Buite 518 - Place du Canada 
ontreal 3, Quebec 
anada 


r. John Monroe 
nternational Quota Bureau 
26 Broadway 


ew York, N.Y. 10004 oh ik ra HN URED 
ye A. Martell 
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Calendar by notice of the kind required to notice such a motion 
in the first instance and, in the event of such restoration, 
may serve with its notice such additional papers as it deems 


appropriate. 


3. The Civil Appeals Scheduling Order issued in this 
Docket under date of February 24, 1976 is annulled, and further 
proceedings in this Docket shall be held in abeyance pending 


further Order by this Court or its authorized representative. 


4. Counsel for petitioner and counsel for respondent 


Federal Communications Commission shall promptly advise the 


Staff Counsel of further actions by the said Commission affecting 


its Order of January 7, 1976, and the Staff Counsel shall, in 
the light of such advice, enter such further scheduling order 


as may be appropriate and reasonable in the circumstances. 
; 


At New York, New York 


f pes) Neca ast 


March i, 2976 
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Before the 
FEDERAL COMMUNIC AT TOS CO“CIISSION 
Washington, D. C. 20554 


pee 


aa the Matter of 


Doczet No. 19560 


ticgucebt adc Record Carriers’ Scone of 
R4-690 


Operations in tne Continental United 
States, Including Possible Revisions to ) 

the Formula Prescribed under Section 222) : a 
of the Comaunications Act ) 


To: The Commission 
CONTINGETT MOTTO. FOs CLARIFICATION i . 


The Western Union Telegraph Company (Western Union) - 
respectfully moves this Commission to clarify its stay order, 
entered herein on ere 26, 1976 (but not yer released), 
to make explicit -- if it does not already do so -- that 
Western Union is entitled to be reimbursed for any increased 
expense incurred es a result of a continuation of the stay 
beyond March 21, 1976. In support of this contingent motion 
Western Union states as follows: | 

igeae 19, 1976, Western Union filed a motion i 
requesting a hirce eek extension (until March 21) ‘of the 
Geadline for the implementation of the new interim formula “ 
governing the distribution of unrouted international cablegran 


traffic (as established in the Commission's Report and Orcer 
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ana Netice of proposed Rulemaking, released January 7, 1976, 

F.C.C. 75-1430). Western Union pointed out that the new _ 

“interim formula” establisned by the Commission woule double 

the number of nesdales that had to be sorted and tallied by 

hand at Western Union's Minneapolis facility; that in order 

to handle tne increased volume of traffic it would have to 

(a) modify and expand its facilities at Hinaeapolis a" : - 

(b) hire and train seven additional employees; and, that 

jt would not have the facilities ane manpower needed to ac- 

minister the new formula until larch 21. Western Union further 

pointed out that the necessary preperations “have already 

commenced and are proceeding without Gelay. « «37 . 
teereafter, on February 11, 1975, RCA Global 

Communications fileé a petition reguesting that the Commission 

stay its formula docieien sdading judicial review by the 

Second Circuit. On that same day, Western Union International 

petitioned the Commission for reconsideration of its decision 

and requested that the effective date of the interim formula 

be postponed until January l, 1977. Western Union did not 

oppose either petition. — 
On February 27, 1976, tne Commission released a 

Public Notice (Report No. 11669) advising that in an order : 

aGoptead the prececing day the Comnissio:. "stayed until 

further notice the March 1 effective date for implementation 


of [the] interim formula... ." The Public Notice stated 


that 


ar 
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"(T)he Commission found in the exercise of 

its discretion, that the pudlic interest 

woulda be serveé best dy staying tne effec- 

tiveness of tne January 7 Report and Order 

until the matters raise@a in the petitions 

{of RCA and WUI] nave been resolved.” 
Tne stay granted dy the Commission was thus of indefinite 
duration, and it very well may not be vacated by Marcn 21. 

At the time the Commission released the Public 
Notice informing the parties that the stay hac been granted, tne . 
‘March 21 target date of Western union for implementation of 
the new interim formula was only about three weeks away. 
Western Union had already completed -- and this — . 
was necessary if the warca 21 deadline was to be met -~ muca 
nie the preparation required to Gistribute cablegran traffic 
to the IRCs in accordance with the new formula. Specifically, 
Western Union had begun preparations to install new equipment at 
its Minneapolis facility and had nired wie seven additional em- 
ployees needec to sort the increased volume of traffic. Be- 
cause the stay orderec by tne Commission is indefinite, Western F 
Union is continuing its preparations at Minneapolis, including 
the training of the seven additional employees it has hired. 


In its Report and Order and Notice of Proposed Rule 


Making (FCC 75-1430), the Commission made clear (p- 30) that 
tlestern Union "should be reimbursed for the reasonable costs - 
it incurs in effecting distribution of cablegram traffic to 
the IRCs." Tnis would plainly include any reasonable start-up 
costs incurreé by Western Union prior to the time it actually 


begins to distribute traffic unéer the new formula. 
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Western Union is, of course, alreacy incurring costs 


as a restlt of its obligation to administer the new formula. 


For exannle, it must pay the salaries of the seven new en~ 


mloyees that have been mired an@ are now deing trained. Uncer 


the new formula, the salaries of these employees as well as 
other expenses will continue to be incurred recardless of 
wnetner the new formula is actually placed in effect on 
Marea 21 or stayed beyone that date. 

Manifestly, any stay beyonce March 21 woulé result” 
in increaseé and, in a sense, unnecessary start-up costs for 


Western Union. The Commission's stay order has not yet been 


released and we have no way of knowing whether this order makes 


explicit the fact that western Union is entitled to reimburse- 
ment for such increasec costs. If the stay order does not so 
provide, we believe it should be clarified to acknowledge 
Western Union's rignt to séichunsenent -- either from all of 
the IRCs wie receive traffic distributed uncer the new 
interim formula, or, perhaps, only from those IRCs who have 
sought a postponement of the for date implementing the new 
‘eeemata beyone March 21 -- for any increased costs incurrec 
as a result of a stay after that Gate. Western Union cannot 
and should not be expected to continue to incur substantial 
expenses to accommodate the IRCs unless it will be able to 


recover those expenses without celay. 


~ 4 « - ; 
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WHEREFORE, Western Union expressly requests that 


. if the stay orcer entered February 26 does not already so 


provide, it be clarified to make explicit that Western Union 


is entitled to reimbursement for any increased expense incurred 
as a result of a continuation of the stay in implementing the 
new interim formula beyond March 21, 1976. 

Respectfully ‘ideatveets 


THE WESTERN UNION TELEGRAPH COMPANY 


Le Voll 


aia? 2 a 


Leon M. Kesten aum 


1828 L Street, N. W. 
Washington, D. C. 20036 


Its Attorneys 


Of Counsel: 
R. C. Hostetler, Esq- 


One Lake Street 
Upper Saddle River, N.- J. 07458 


March 5, 1976 
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CERTIFICATE OF SERVICE 


eS 


1 hereby certify that I have this day served a 


copy of the foregoing document, filed with the Federal 


Communications Commission on behalf of The Wtiestern Union 


Telegraoh Company, by United States mail, first class 


postage prepaid, on the following: 


Mr. Walter R. Hinchman 

Chief, Common Carrier Bureau 
Federal Communications Comnission 
1919 M Street, N. W. 
Washington, D. C. 20554 
John F. Copes, Esquire 
Stephen S. Melnikoff, Esquire 
James O. Juntilla, Esguire 

Staff Counsel : 

Common Carrier Bureau 

Federal Communications Commission 
1919 M Street, N. W. 

Washington, D. C. 20554 


John D. Jackson, Esquire 
American Satellite Corporation 
20300 Century Boulevard 
Germantown, Maryland 20767 
United States-Liberia Radio Corp. 
1200 Firestone Parkway 

Akron, Ohio 44317 (AIR MAIL) 


Dated: March 5, 1976 


Mr. J. A. Berenger 
The French Telegraph Cable Co. 
25 Broad Street 
New York, New York 10004 
Roger Newell, Esquire 
Western Union International, 
One WOI Plaza 

New York, New York 


in¢. 
(10004 » 


John Ligon, Esquire 

ITT World Communications Ine. 
67 Broad Street 
New York, New York 10004 
Roderick A. Mette, Esquire 

TRT Telecommunications Corp. 
1747 Pennsylvania Avenue, N. W. 
Washington, D. C. 20006 


Carl J. Cangelosi, Esquire 
RCA Global Communications, 
Sixty Broad Street 
New York, New York 


Ines 


10004 


Albina Karen Olson 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 
222 of the Communications Act 


Docket No. 19660 
RM-690 


* et ee es es ew 


To: The Commission 


REPLY TO OPPOSITIONS TO PETITION FOR RECONSIDERATION 
Western Union International, Inc. (WUI) hereby 
replies to the Oppositions of TRT Telecommunications Corp. 
(TRT) and ITT World Communications, Ince (ITT} and the 
Partial Opposition of RCA Global Communications, Inc. (RCA) 
to WUI's Petition for Reconsideration of the Commission's — 
Report and Order and Notice of Proposed Rulemaking (Order) 
released January 7, 1976. In support of its reply, WUr 


respectfully states as follows: 
Nature Of Routed Traffic Base 


In its Petition, WUI requested the Commission to 
reconsider its Order and revise the interim formula by 
specifying that the base of routed traffic for distribution 
of unrouted traffic exclude all traffic filed directly with 
the IRCs by customers who do not use the facilities of The 
Western Union Telegraph Company (WUTelCo). Wut pointed out 


that the formula was designed to distribute traffic derived 
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solely from the market composed of patrons of WUTelCo. 
Consequently, it is far more logical, given the basic 
premise of the Commission that routed traffic should 
govern unrouted traffic*, that the roured traffic to be 
considered in allocating unrouted traffic should consist — 
only of the traffic derived from the same class of cus- 
tomers as the unrouted traffic, specifically, that 
filed through the facilities of WUTelCo. WUI further 
pointed out that the Commission's adoption of formula | 
changes of which the affected carriers had no notice or > 
opportunity to comment constituted a violation of Sections - 
222(e) (1) and 222(e) (3) of the Communications Act of 1934 
and Sections 553(b) and 553(c) of the Administrative Pro- 
cedure Act. WUI also stated that since i+ has no offices 
of its own, and the public facilities of WUTelCo in New 
york have drastically declined in recent years, utilization 
of direct pickup traffic would place WUI at an unwarranted 
competitive advantage. 
None of the three carriers opposing WUI's Petition -~ 
has refuted WUI's basic contention that, if routed traffic 
is to be used as the basis of distribution of unrouted 


traffic, then logically the routed traffic to be used for 


LL ELD 


* WUI does not accept this premise, and has requested 
the Commission to reconsider its adoption. 


v| 


es oe ee 


this purpose should be derived from the same market as 

the unrouted traffic. TRT attempts to gloss over the , 
differences between the direct sisicas market of the IRCs 

in the gateways and the hinterland/wUTelCo paviiie dome Me 
sisting of patrons who utilize WuTelCo's snotrisiee,. te 
arguing that the IRC's compete for message traffic-on a 
nation-wide basis. RCA merely states its contention that | 
the goal of increased competition mandates that the routed 
traffic base should include all eeettic, including traffic 
totally unrelated to the group of customers generating the 
unrouted traffic. ITT chooses not to offer any rebuttal of 
WUI's argument whatsoever except to characterize it as 
"parochial”.* | oo : : . 

7 The carriers opposing WUI's Sutition have failed 
to take into account the fact that the communications oppor= 
tunities available to customers in the gateways, and conse- 
quently the factors influencing their decision whether to 
file messages with the IRC's or with WUTelCco, are different 
from those in the hinterland. Customers in the hinterland 
generally have no practical choice but to use the facilities 
of WUTelCo to file their messages. In the gateways however, 
decisions as to routing are affected by the availability of 


RCA and ITT public offices, and as ITT points out, by the use 


* Presumably, ITT would have the Commission naively believe 
that its long and ardent efforts to have the formula 
changed are unrelated to the fact that its share of the 
unrouted pool would be substantially increased thereby. 
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of messengers to pick up traffic. ,Thus in the gateway 
the choice of carrier may be influenced by the sheer 
happenstance of the proximity of an office of one of the 
IRCs or by the routes of messengers picking up traffic, 
or by the extent of gateway advertising. In the hinterland, 
however, these eenes are not applicable and the public 
has exactly equal access to all carriers, since all traffic 
uses WUTelCo's non-discriminatory facilities. Consequently, 
inclusion of traffic derived from the IRC's gateway fa- 
cilities in the routed base would distort the proper dis- 
tribution of unrouted traffic.* | 
“arr and TRT argue that WUI had legally sufficient | 
notice that gateway pickup traff © would be included © 
in the erattic base, notwithstanding the fact that neither. 
the Commission nor any carrier ever proposed such action. 
Section 222(e) (3) of the Communications Act enhnves a 
"full hearing” before any revision in the formula may be 
cocmabeaned ‘It is indeed questionable whether the 
Commission has complied with the statutory mandate of 
a full hearing even for proposals of which WuI did have 
notice, since no evidentiary hearing was held despite the 


reiterated requests of WUI and RCA. Certainly WUI was 


* ITT's allegation that the WUTelCo office pickups constitute 
only 3% of WUI's “total gateway pickups" is inaccurate and 
misleading since it erroneously includes large numbers of 
messages derived from the hinterl-nd and filed via direct 
access in the gateway pickup total. : 4 


aap 


ccemssssusinatienpesagrennen asin ntareesamemndneaseraee seat essere ee ee hh ee 
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denied the benefit of a "full hearing” when it cid not 
know that the Cormissicn was even consicering the inclusion 
of direct pickup évabitn: One practical example of the 
resulting detriment to WUI is the lack of industry-wide 
figures for sicect pickup traffic. (The IRC's currently 
lump Aicect access traffic from WUTelCo patrons with gate- 
way pickup traffic in the ficures reported to the IB). 
If WUI had been on notice that the Commission was consi-. 
Gering the use of direct pickup traffic, 3% would have : 
“insisted that the WUTelCo stucy of international message 
traffic (which formed the statistical basis of the Commission's 
decision) provide separate fisures for these two classes, 
so that it would have been possible to measure the effect 
on each carrier. Without this break-down, it is impossible 
to determine whether WUI or any cther carrier would be 
helped or hurt by inclusion of such pickup traffic in the 
routed base. : 

In response to RCA's argument that the Ccmmission's 
@ecision is based on a desire to increase ccompeition among 
all classes of traffic, it is sufficient to note that the 
courts have stated that competition alone is not an ade- 
quate factor to justify Commission action. (Hawaiian 
Telephone Company v. FCC, 498 F.2d 771 (D.C.Cir. 1974). 

RCA argues that WUI is not prejudiced by the in- 


clusicn of direct pickup traffic despite the fact that it 


oe 


has no public offices in any of its gateway cities, because 
under the current ielcoasi, “neputes messages filed with 
wuTelco ebasews in Manhatten (south of 60th Street) are 
deemed routed via WUI.* This provision is not a "bonanza", 
as RCA terms it, since the full landline haul was paid 

to WUTelCo for each such message. RCA and ITT on the © 
other hand “scoop” the landline haul for messages that” 
they pick up. Additionally, RCA and ITT have been 

able to locate their public offices at will, near to the 
concentrations of international message filers, while . - e 
WwUTelCo chose the location and number of its offices with — : oi 
regard to the origin of. domestic traffic. None of the 

carriers opposing WUI's Petition has refuted the fact 

that the erosion of WUTelCo's pickup facilities in Man- 

hattan has significantly reduced the value of he right of 

use of WUTelCo offices, which was the quid pro quo for 


WUI's inability to open its own offices.** Finally the : 


A 


* The fact that ITT and RCA have reduced the number of their 
public offices is not persuasive, since RCA and ITff filed 
their applications to close offices long before they knew 
the Commission would use traffic filed in these offices to 
allocate unrouted traffic. 


#* ITT argues that WUI was never prohibited from opening up 
its own offices despite the existence of the Domestic 
Facilities Agreement (DFA) approved by the FCC. This is 
a very interesting argument. Does ITT contend that any 
carrier can ignore the terms of any agreement filed with 
and approved by the Commission? in any event, regardless 
pe Tacs in the Commission's Order, the DFA is still in 
effect. 
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public offices of RCA ane ITT have familiarised the public 


with their names, while WUI has had 20 such public expesure. 


The pttnchege bate Of The Formula Should be Bewtpencd 

ITT and TRT (but not RCA) cppose WUI's request 
for ESSE ere yar of the effective date specified by 
the Commission in its order. “Ire ares chek because a 
proceecing has been pencing for some time, WUI should have 
anticipated that the Commission would erate the inter- | 
national fermula changed, despite the fact that the 
public is not affected in the slightest, ane that the Conm- 
mission would adopt «menéments to the formula which were 
never proposec by any party or discussed in the pleadings. 
The absurdity of this is self-evident. 

WUTelCo has auaced that it will tak: anccon- 
imately nine months to computerize the new formula. In 
the meantime, it oe expand its manual operation 
at Minneapolis by hastily hiring and training several new | 
operators. Tke consequences of this unnecessary crash 
program, ky WUTelCo's own statement, are additional ex- 
penses at the rate of $150-200,000 per year and signifi- 
cantly increased processing time for this traffic. It 
is likely that hastily trained operators will contribute 
to misrouting, format and other errors. None of this 
would ve necessary if the Commission would allow WUTelCo 


sufficient time to ccmputerise the formula operation. 
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ITT argues that Wu" s request for reconsider- 
ation of the date on which the interim formula will be 
placed into effect contravenes Section ve 44 (e) of the 
Commission's Rules inal Regulations because only one 
pleading was filed. WUL does not believe that this | 
Section applies where ‘no appeal is being pursued; and | 
no person was harmed by the filing of one document rather 
than two. In any event, the Commission waived any dual 
pleading requirement--if in fact there ever was cea 
treating WUI's Petition for Reconsideration also asa 
petition for stay. See Cormission Order of March 5, 1976_ 
staying its January 7 Order at footnote 3 on Page 2 


(FCC 76-192). 


No carrier Sopoekd the substance of WUI's re- 
quest for a clarification of the Order to specify that 
customers in the gateways are not required to absorb the 
cost of telex, TWX or other media used to file messages 
with the IRCs. This is a technical change necessary to 
prevent any claim that the Commission's direct access 
policy was changed by this obvious inadvertence, and does 
not involve any substantive change in the Commission's 
decision herein. WUI submits that the grant of its 


request will assist the carriers and the public to be 


certain of the Commission's policy on gateway direct access. 


WHEREFORE, the Guimiaeinn sit grant the relief 
requested in WUI's Petsises for Reconsideration. 
| Respectfully eiehen, 
WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell . 
Its Attorney 


One WUI Plaza 
New oe New York 10004 


Dated: Maxch 8, 1976 
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Dated: March 8, 


20024 


37 Burnadine Diggs 


1976 © 


805 


Before the 
FEDERAL COMMUNICATICNS COMMISSION 4 
Washington, D.C. 20554 


In the Matter of 


Operations in the Continental United RM-690 
States, Including Possible Revisions to 

the Formula Prescribed under Section 222 

of the Communications Act ae 


; | 
International Record Carriers' Scope of ) Docket No. 19660 

) . 

) 

) 


TO: The Commission- 


RT TELECOMMUNICATIONS CORPORATION'S — 
COMMENTS ON CONTINGENT MOTION FOR CLARIFICATION 

rer Telecommunications Corporation (TRT) hereby submits 
its comments on the "Contingent Motion For Clarification” filed 
herein on March 5, 1976 by The Western Union Telegraph Company ‘ 
(Western Union). | 

In order to be in a position to implement the new : 
international formula prescribed by the Commission on a reason- 
ably timely basis, Western Union has already incurred costs to. ‘ 
modify and to e:pand its Minneapolis quota routing center and to 
hire and train seven additional employees. Western Union will be 
able to implement the new formula on March 21 and any postponement 
in this implementation date will require it to incur additional - 
start-up costs. Accordingly, Western Union is understandably 


concerned that the Conmission's February 26, 1976 order (FCC 76- 


192) staying indefinitely its Report and Order and Notice of 
Proposed Rulemaking, issued January 7, 1976 (FCC 75-1430) could 
result in it incurring additional cost to implement the formula 
for which it might not be reimbursed. 


Ws Oe Be 
; 


e 


a. wh : } 306 - 


Western Union states, "Manifestiy, any stay beyond 
March 21 would result in ineceseed and; in a sense, unnecessary 
start-up costs for Western Union.” In this regard, TRT agrees 
that it would be unreasonable to require Western Union to absorb 
such unnecessary start-up costs which would result from a con- 
tinuance of the stay beyond March 21. However, it would be : 
equally unreasonable to require the IRC's to absorb such addi- 
tional and unnecessary costs. We respectfully submit that the 
Commission *hould vacate Ses deus effective March 21 so as to 
obviate the need for any party to incur these unnecessary costs. 

In its February 26 order the Commission stayed its | 
January 7 Report and Order, on its own motion, apparently in 
order to maintain the status quo pending consideration of the 
petitions of RCA Global Communications, tne. REM) and Western 
Union International, Inc. (WUI). However, as Viestern Union’ Ss 
inatant Motion makes clear, the issuance of a stay will not 
accomplish this purpose. , Since the start-up costs required to 
implement the new formula have already been largely incurred by 
Western Union, the continuance of the stay beyond March 21 will 
not maintain the status quo but will result in the incurrence. 
of weet ticnal and unnecessary start-up costs. -Moreover, we re~- 
spectfully submit that a continuance of the stay would unreason- 
ably deprive the public and the carriers which are unjustly denied 
unrouted traffic under the present formula of the relief to which 


the Commission has found they are entitled. 


eo | ae 


e 


In footnote 4 of its February 26 order, the Commission 
has indicated that it hopes to resolve thé matters raised in the 
RCA and WUI petitions before March 21. We urge the Commi’ssion 
to make every effort to do so. However. even if ‘the Commission 
should be unable te fully dispose of all matters by that date, 
we urge the Commission te vacate its stay in order to avoid the 
incurrence of additional and unnecessary predarne costs as well 
as to prevent irreparable injury to TRT and other carriers which 
are being Cenied a just and penacunbs distribution of unrouted 
traffic. | - one 

| Respectfully submitted 
TRT TELECOMMUNICATIONS CORPORATION 
‘ a 
BY: fee eae “pipe 
Roderick i. Mette 
Vice President & Counsel 


1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 


March 12, 1976 
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Staff Counsel 
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1919 M Street, N.W. 

Washington, D.C. 20554 


John D. Jackson, Esq. 

American Satellite Corporation 
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United States-Liberia Radiq Corp. 
1200 Firestone Parkway 
Akron, Ohio 44317 


Mr. J. A. Berenger, Manager 
The French Telegraph Cable Co. 
25 Broad Street 

New York, N.Y. 10004 


Roger Newell, Esq. 

Western Union International, Inc. 
One WUI Plaza 

New York, N.Y. 10004 


John Ligon, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, N.Y. 10004 


March 12, 1976 


a stk MH. TV wre 
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Shi ee 


Carl J. Cangelosi, Esq. 

RCA Global Communications, Inc. 
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Leon M. Kestenbaum, Esq. 
The Western Union Telegraph Co. 
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The Western Union Telegraph Co. 
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Before the ‘ 
Federal Communications Commission 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 


International Record Carriers' Scope of 
RM-690 i 


Operations in the Continental United States, 
Including Possible Revisions to the Formla 
Prescribed Under Section 222 of the Comm {f-. 
cations Act. 


Cet Neat Neel Nua Neat Need Snel 


TO: The Commission 


COMMENTS 

RCA Global iealasiitannk Seu: Inc. (RCA Globcom) hereby 
provides its comments on the "Contingent ee Clarification” 
filed by The Western Union Telegraph Comeny (Western Union) on 
March 5, 1976. In its motion, Western Union requests the Commission 
to clarify its order, adopted February 26, 1976 and vvlsseed 
March S$, 1976, granting a stay of the effective date of the interim 
formula prescribed in its Report and Order and Notice of Proposed 


Rulemaking (FCC 75-1430},* to make explicit that Western Union is 


*The Commission stayed the effective date of the interim formula : 
until such time as it has first issued a decision on the petition 
for reconsideration filed by Western Union International, Ine. and 
the petition for stay filed by RCA Gltbcom. If such ‘ecision is 

_ adverse to RCA Gldbcom, the Commission stated that it will permit 
it the opportunity to seek a stay from the reviewing court. 
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a 
entitled to reinbursement for any increased expense incurred as a. 
result of a continuation of the whee in implementing the interim 
formula beyond March 21, 1976... | 
RCA Gldbcom believes that Western Union is entitled to 

recover from the international carriers ik teatiens expenses 
incurred by it in preparing to make the distribution sidan kin 
interim formula. However, we would prea that in the event the 
effective date of that Sosmaks is extended beyond March 21, 1976, 
Western Union will take all possible steps to minimize the amount | 
of these expenses.* : , 

| In nadition to requesting clarification as to its right 
to reimbursement for the expenses just noted. Western Union when 
seeks a determination as to whether they will be recovered from 
‘all of the international carriers or only ees Ocee hie haus 
sought a cateduecens of the March 21, 1976 effective date. RCA 
Gldbcom submits that it is clear that all of the international 
carriers should share, in the manner specified in the Report and 
Order released January 7, 1976, any extenses legitmately incurred 
by Western Union. It would be totally inequitable for one carrier 
to have a financial penalty imposed on it merely Senuate it sought 


the protections afforded by the Communications Act and other laws. 


*For example, it may be possible to temporarily assign some of the 
newly added personnel to other functions within Western: Union, 
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In this respect, it should be emphasized that RCA Gldbcom 


has raised serious questions concerning the lawfulness of the 
Report and Order prescribing the interim formla. It has shown, 
among other things, that on appeal to the courts it is likely to 
prevail on the merits and that a grant of the stay will not harm 
the public while its denial will. In view of this showing, we 
believe that the Commission will issue a stay. However, in the 
event that our petition for stay is denied, the Commission has 
recognized that the public interest dictates that RCA Gldbcom 
should ~ given time to obtain a stay from the reviewing court. 
Given this recognition of the public interest in permitting the 
domiiens to exercise, without penalty, their 1 gal rights, the 
imposition of all of Western Union's expenses on less than all the 
carriers would be total Ly unfair and contrary to the basic intent 
of the Commission's ster: 
i Respectfully submitted, 
RCA GLOBAL COMMUNICATIONS, INC. 


emer had g 


s/ Francis J. DeRosa 


s/ Carl J, ZF] Canapons : 


Its Attorneys 
60 Broad Street 
New York, New York 10004 


March 18, 1976 : 
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Washington, D.C. 20554 
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John D. Jackson, Esq. Ns 
American Satellite Corporation 
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International Record Carriers’ Scope of 
Operations in the Continental United States, 
Including Possible Revisions to the Formla 
Preser:bed Under Section 222 of the ‘Communi- 
cations Act. 
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TO: The Commission 


COMMENTS 
RCA Global Communications, Inc. (RCA Globeom) hereby 
submits its cumments on the proposal set forth in the Commission's 
Report and Order and Notice of Seaneeed Rulemaking, FCC 75-1430, 
(Order) which would require all international telegrams originating 
o: The tiearern Union Telegraph Company (Western Union) system to 


be routed by the sender. For the reasons explained below, RCA 


Glabcom believes that this proposal would be contrary to the public 
interest in that it would (a) by the force of the laws uf economics, 
lead inevitably to the expenditure by the international carriers 


of additional millions of dollars on sales efforts which can only 
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paessiy affect the ratepaying public, and (b) be prejudicial to 

certain of the international carriers because of the customer 

confusion with respect to the separation of the organizations 

bearing the Western Union name, i.e. many users believe that 

Western Union and Western Union International are the same company. 
RCA Glébcom submits that the all-routed proposal should 

not be prescribed. In any case, such proposal cannot and should 

not be prescribed before a valid market study is performed, under 

the aegis of the Commission, to determine, shia tae things, the 

extent of confusion noted above and the probable cost of eiiminating 


that confusion through education of the occasiunal and one-time 


users. 


Background ; 


_ On December 22, 1975, the Commission adopted its Order 
finding that the present formula, under which the distribution 
of internatiunal telegram traffic originating on the Western Union - 
system is made, is unlawful and repealed that formula effective 


March 1, 1976.* As a replacement, the Commission stated that it 
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*RCA Gldbcom has petitioned the United States Court. of Appeals 

for the Second Circuit for review of the Order and requested the 
Commission to stay its effectiveness pending such review. On 
February 26, 1976, FCC 76-192, the Comnission stayed the effective- 
ness of the Order, on its own motion, until after, among other 
things, it had ruled on RCA Gldbcom's petition for stay and, iE 
that petition were denied, we had been given an opportunity tu seek 
a stay from the reviewing court. 
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believed in principle that all customers should be required to 
specify a routing for their tethevtnd: but ea it did ae 
an adequate record beter a to adopt the all-routed proposal at 
that time. As a result, it adopted for an te eats a 
formula which would dpiecieace the unrouted traffic originating 
on the Western Union system to the international carriers in pro- 
portion -: the number of routed telegrams, both from Western Union 
and originating on the carriers' own facilities, and at the same 
_time directed the interested ae to file comnents on the 


legal, economic or other issues raised by the all-routed proposal. 


An All-Routed Formula Would Be 
Contrary To The Public Intercst 


The Commission assumed in the Order, without a factual 
record, that the public interest would be best served by Scheele 
"in which customers are required to designate an Sirtobaatianal 
carrier to carry all telegrams. The Commissicn further recognized 
' that in order to make this method of distribution feasible, the 
international carriers would have to advertise in such a manner 


as to reach the users of the service. We submit it is clear that 
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the proposed formula would be contrary to the public interest in 
that it would require the international carriers to spend many 
millions of dollars in an attempt to reach the occasional and 
one-time users of international telegram service whv because wf the 
very limited nature of their use’ of Fie ueeunes do ist care which 
international entity carries the telegram overseas. 

As meee in the Order, approximately 3 million telegrams 
or some 35 percent of all outbound international telegram traffic 
was unrouted in 1974. It is RCA Glébcom's belief; based upon its 
many years of experience in the telegram field, that these unrouted 
telegrams are sent for the most part by weceks who use the ere 
only once or vans year nae social purposes such as notifying 
relatives of istpiclee deaths and other sporadic events such as 
arrival dates of travelers. Scam: it would appear that these 
occasional users aad spread geographically throughout the United States. 
The combination of these two Hanks makes an advertising campaign 
directed at soliciting their dintans eeu costly and probably 


impractical and, as discussed below, even if successful, will leave 


the custonier with no better service* than obtained today but at an 


*The Commission should realize, as it apparently has not, that 
after the initial acceptance of a telegram is performed by Western 
Union, the transfer of the telegram to the international carriers 
is made on a computerized basis and, therefore, automatic. This 


means ‘that telegrams are transmitted overseas at virtually the same 
_ moment they leave the Western Union system. 
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undoubtedly higher cost.. 
i If RCA Gldbcom is correct in its assessment that the 
senders of unrouted telegrams. can be described as above, then any 
advertising effort would have to reach on eee the public 
and involve an attempt to reach every part of the country. It 

would not be possible, for example, to Limit she sientinn 0 
periodicals of relatively narrQw scope, such as trade publications. 
Instead, advertisements in local newspapers throughout the country, 
magazines of nationwide circulation such as Time or Newsweek, and 
possibly even television would be required. 

The cost to the carriers of this type of carrier identifi- 
cation effort would be extremely high. The characteristic of this 
market is such that continual repetition and reinforcement would be 
necessary. Certainly, an advertisement appearing this month would . 
neithe: be aa remembered by the average individual who, today, 
has no need to send an international telegram but has a need to on 
one six months from now. | 

In assessing whether the public interest would be served 
by an all-routed formula, the tremendous costs of the solicitation 


program just described would have to be compared with the complete 
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Tae “f benefits to be derived by the puwlic. In the present cuse, 
the expenditures of money for identification advertising will not. 
bring a single benefit to the user--rather it is inevitable that 
the increased costs to the carriers will eventually necessitate 
rate increases. | 
RCA Gldbcom demonstrated in its comments filed July 8, 

1974 that the international telegram market has shown a complete 
absence of os over the period 1963 to 1U73 and that for the 
future, only decreases in the volume of telegrams could be expected. 
Similarly, inflationary facters and the recent increase in Landline 
divisions paid to Western Union have eliminated the possibility of 
_ any rate ducveases.* a 38 patent tak bitea th. aany comments 
filed by the carriers on the formile question at no time has either 
of these two basic bane: i.e. declining market and no possibility 
. of rate decreases, been disputed. 

| Given these facts, positive support un the record for the 
‘eerant proposition that there will be public benefit must be shown 
by the Commission before it can adopt the proposal. We submit that 


no such specific benefit has been shown and none can eniet. The 


*The division of revenues paid tu Western Union for the domestic 
handling of international messages has recently been increased by 
almost 50 percent. 
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extensive solicitation efforts which even the Commission envisions 
will pon if the all-routed formula proposal is adopted will only 
add greatly to the costs of a service now only jereineils profitable. 

If the snttebeattes sittin were successful, the only 
change would be that the occasional users of the service would be 
aware of the existence of the international carriers. Yet that 
knowledge-would not bring with it any benefits. One cannot expect 
that international telegram rates will be reduced. With respect to 
service, there has been no claim by any carrier that an increase 
in volume will allow it to provide a sckéer saevies to the public. 
Further, while RCA Globcom believes it provides service as good as 
the best, we do not suppose that the difference in eusizey could be 
perceived by a customer who sends one or twa telegrams per year. 
Rather, such a customer has little opportunity to compare the 
relative qualities ot service of the bi Ghawunk carriers because 
of the infrequency of his requirements. Thus, the additional 
"knowledge" of the customer would not yield any demonstrable benefits. 
We submit that the above clearly shows that the all-routed 

proposal is another step taken by the Commission towards unbridled 


competition which when analyzed in the context of the international 
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telegram service makes little 2 mic, legal, or regulatory sense. 
The failure of the Commission to e nsider the specific characteristics 
of this market and instead rely on the theoretical benefits of com- 
petition in a theoretical industry as applied to a theoretical 

service cannot suffice to meet the requirement imposed upon the 
Commission to use the public interest as its guideline rather than 
competition for the sake of competition. Such an approach would 
clearly violate the holding in Hawai tan Tel. Co. v. FCC, %98 F. 2d, 


771, and similar cases. 


The All-Routed Proposal Would 
Give An Unjustified Advantage 
To Western Union International 
In its supplemental comments filed August 1, 1975, RCA 
Gldbcom explained that it has routinely and repeatedly experienced 
a condition in the United States communications marketplace of 
customer confusion with sianaee to the separation of the organi- 
exetane bearing the weerere Union name, i.e. many customers believe 
that Western Union vdennbtonnd and Western Union. are the same 
company.* 


OLED 


*RCA Gldbcom requests that that portion of the supplemental comments 
referred to be incorporated by reference rather than repeating them 
in their entirety here. ; 
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‘Support for am hetiel te this respect was provided by — 
a eeu survey undertaken in January 1973 by Palshaw Measurenent, 
Ine. of Pane ete Connecticut. This survey was conducted among, 
1,031 telex operators and goommioations managers ne the gateway 
cities and in 18 nongateway Pes Unelgong ner ne to test the respondents’ 
awareness and attitudes coil tree leading international telex 
carriers. The study results showed that 40 percent of the respondents 
who said.that "Western Union” was the ae they used did not know 
whether it was the domestic or international carrier and 4 percent 
felt that it meant only ste domeutic carrier nokuishecendite that 
the original question eddbenrad itself to international eacviare 
only. When it is considered that this survey was directed at telex 
operators who could be expected to be more knowledgable about com- 
mmications matters than the sender of an occasional international 
. 

telegram, it can be seen that such donduadon is undoubtedly wide- 
spread. ( 

' Additional evidence of this mistaken belief on the part 
of occasional user's of intesdettonsl tiaras service can be eli 


from the abnormally high share of the traffic originating on Western 


Union's telex system which Western Union Internation * receives. 
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Its substantial share of this wiakias exists notwithstanding that 
it was not the first suede to offer international telex, does 
not spend significantly more in advertising, does not offer a 
telex service with the largest number of overseas points served 
and secures a much smaller share of the gateway market where all 
of the carriers are directly represented. Rather, it can, in our 
opinion, only be explained by the fact that customers mistakenly 
believe Western Union and Western Union International are the same 
company. This confusion would bestow an additional and unjustified 
benefit on Western Union International, to the detriment of other 
sicctons: if the all-routed proposal were prescribed. Thus, the 
occasional non-business user faced with the requirement to specify 
a carrier to carry his international telegram would likely specify 
Western Union Internationa. since to him Western Union means 


"telegram". 


A Study Should Be Made Under 
The Aegis Of The Commission To Determine 
The Nature Of The Occasional User Market 


And Quantify The Extent Of Prejudice 


As has been explained above, most senders of unrouted 


telegrams only very infrequently send international messages and 
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if they were to be required to designate a carrier under the all- 
routed proposal they would pick Western Union International merely 
because of the similarity between its name and that of Western Union. 
This view is based upon ag ae of experience of RCA aneaeieat 
marketing personnel as well as market etubies such as the Palshaw 
Measurement, Inc. one already mentioned. We also believe that 

this evidence is convincing and that on the basis of it, the Com- 
mission should not prescribe the all-routed proposal. 

However, in the event that the Commission is still dis- 
posed towards this type of plan, we submit that it should not proceed 
until it has established by means of a thorough study that what we 
believe to be the facts are ioe correct. The study, which woutd 
be performed under the aegis of the Commission at the maltiven! 
expense, would be directed at determining at least the following: 

(1) the exact nature of the eis represented 

by those individuals who send unrouted 
messages; ' 


(2) the frequency with which these users send 
international telegrams ; 


(3) the geographic distribution of such users; 
(4) the bias, if any, which these users have for 


Western Union International because of its 
name ; rie 
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(S) whether bias would be introduced by other 
factors if the all-routed propusal were put 
into effect; 
(6) whether bias could be eliminated by any means 
if the all-routed proposal were put into effect, 
and the cost thereof; and 
(7) whether the occasional users care as to 
which international carrier provides the 
service. 
Answers th questions such as these, as well as others 
which would be ieveloped, would provide the only basis on which 
the Commission could make a rational decisivun prescribing the all- 
routed proposal. Indeed, failure to get definitive answers in view 
of RCA Gldbcom's experience in this field as described above would 
undoubtedly constitute error and only result in an arbitrary and 
capricious decision. Also, as RCA Glébcom has noted in prior 
pleadings, the Commission has a definitive obligation to avoid any 
confusion as to which carrier is actually handling an international 
telegram. Thus, in the Western Union Divestment Case, the Commission 
stated that "it would be inconsistent with our function as admin- 
istrators of the act to permit circumstances tw arjse under which 


the public may be misled as to the carrier to which it entrusts its 


communications, particularly since this could operate to deprive 
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competing cacriers of traffic they might otherwise receive.” 


30 F.C.C. 323, 344 (1961). 


April 2, 1976 


Respectfully submitted, 


RCA GLOBAL COMMUNICATIONS, INC. 


s/ Francis J. DeRosa 


s/ Carl J. Cangelosi 
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FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 aie 


Before the 


In the Matter of 


International Record Carriers' Scope of 
Operations inthe Continental United States, 
including possible revision to the Formula 
prescribed under Section 222 of the 

Communications Act. A aie as iba 


Docket No. 19660 
RM-690 


‘ 
. 


To: The Commission 
COMMENTS 


JIT World Communications Inc. (ITT Worldcom) hereby submits its - 
comments in response to the Commission's Notice of Proposed Rule neg 
(Notice) regarding tne long-term elimination of a Ses as such, for the 
distribution by The Western Union Telegraph Company (Western Union) ‘of 
hinterland originated outbound unrouted telegraph message traffic among the 


interested international record carriers (IRCs), by requiring the sender to 


designate the IRC by which his message should be routed. 


Y Report and Order and Notice Of Proposed Rulemaking, released 
January 7, 1976, Docket No. 19660, FCC 75-1430. 
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In its Notice, the Commission found that the public interest in the 
provision of international telegraph services would be best served by relying 
primarily on consumer choice for the distribution of outbound international 
messages among the several IRCs. After prescribing an “interim” Formula 
which would move in this Aivmation by causing unrouted traffic to be distributed 
in proportion to Ciikiconinad traffic, the Cdiiitieston expressed the view 
that in the long-term all traffic shouts be specifically routed by the sender. 
The Commission recognized, however, that there were a number of unresolved 
operational and economic questions which could substantially impact the 


implementation of an all routed system. Accordingly, the Commission 


directed the interested parties to file comments addressing these unresolved 


matters. 

ITT Worldcom agrees with the Commission's conceptual determination 
that an all-routed approach is the logical extension of tne “Interim” Formula 
for distribution by Western Union of hinterlan4 originated telegraph message 
traffic. 

However, as the Commission recognized, there is scatialaates a substantial 
volume of unrouted traffic, such that an all-routed requirement could create 
a substantial burden for “‘/-sterm Union's employees who might have to explain 
the routing requirement and choice a*% ~arrler te 2 large oroportion ot those 


non-routing users, with a concomitant increase in Western Union's operating 


costs. For the reasons set forth hereafter, 1TT Worldcom submits tnat the 


all-routed approach should be established as an ultimate objective toward which 


all parties would cooperatively strive. 
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ITT Worldcom submits that the Commission should adopt 
a flexible timetable toward reaching this goal, lest undue haste, 
required in order to meet an arbitrary deadline, result in compromises’ 
which diminish the quality of service to the public and/or impose a 
substantial cost burden on Western Union or the IRCs, which added 
costs will ultimately have to be included in the carriers’ rate bases. 

As the Commission noted, a large bce (approximately three million 
in 1974) of hinterland originated international telegraph messages are not 
designated by the sender for routing via any particular IRC. Further, based 
on available information, experience,and judgment, ITT Worldcom is 
strongly of the view that a substantial pert of the unrouted traffic pool is 
traffic of a social, or non-business nature, which traffic {s characterized 
by irregular and usually infrequent messege transmissions, on a per user 
basis. 

In order to convert the Aporonimatiy three million unrouted message 


originations into user-designated IRC routings, ITT Worldcom conceives 


of three possible approaches: 


1, An extensive sales/advertising/promotion campaign on 
the part of the IRCs, and possibly Western Unton as 
well, to acquaint present and prospective "unrouted” 
users with IRC tdentities and with the necessity and 
desirability of designating a particular IRC for the over- 
seas carriage of a hinterland filed message; 
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2. A follow up notification procedure by each IRC to 
the senders of all unrouted traffic routed to that 
IRC by the Formula, stressing carrier identity and 
the desirability of designating a specific IRC for 
* the routing of future overseas traffic; 
3 An insistence by each Western Union receiving 
employee or agent that all overseas messages be 
designated by the sender for routing via a particular 
IRC, «vith appropriate explanation, as required, of 
the choice which the customer has among competing 
IRCs. 
In ITT Worldcom's judgement, none of these three possible approaches 
offers a practical methodology for achieving an ell-routed distribution 
in the near-term (i.e., the next one to three years). 

An effective advertising/marketing cai saign to acnieve a 
“carrier consciousness” for the IRCs among the approximately three 
million unrouted message originators would be prohibitably expensive. 
Asa class at least, those customers who do not designate an IRC 
for their hinterland originated overseas messages are widely scattered 
geographically and rather infrequent users of the overseas telegraph 
service (perhaps only once or twice in a lifetime). This would be 
particularly true for the “social” class of message users. In order 
to effectively reach these unrouted hinterland users, a massive 


nationwide IRC advertising campaign would have to be undertaken 


with a probable cost to each of the IRCs that would far exceed the 


en 
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potential revenue from the “captured” unrouted traffic. Since 
these grossly uneconomic promotion onbeesen would ultimately 
have to be passed on to the ratepayers, such an effort would 
clearly not be in the sities interest pone en there were no reasonable 
alternative which would satisfy the sthecks of Section 222 of the 
Communications Act of 1934, as amended. 

The use of a follow-up, or direct contact advertising campaign, 
based on unrouted originations which the Formula causes to be 
| routed via a particular IRC,is also not likely to be effective. This 
class of users is believedto be characterized by highly infrequent 
message filings such that a one-shot IRC promotion, following the 
transmission by the IRC of an caielial message,is quite likely to 
have been completely forgotten when (or even if) the user again 
has occasion, (some substantial time period later), to file another 
overseas message. This method also suffers from the dis- | 
advantage of requiring a very long period of time before it could 
reasonably be easenee that a substantial portion of the “universe” 
of unrouted users had been contacted, even assuming that this 
form of contact would be effective in establishing a “routing bias” 


among users who vould otherwise file unrouted. 


2/ ~—s Clearly, the “interim” Formula does satisfy the Section 222 criteria. 
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lacasajto Western Sian personnel interfacing with ‘ns 
sender to provide routing information and identification of the 
routing options (IRCs) available to the sender is similarly plagued 
with administrative and economic problems. ITT Worldcom would 
defer to Western Union as to the detail of administrative problems; | 
however, tf whals of ns eaters Union customer interface personnel 
is required to know or have ready access to information as to the 
specific IRCs providing survite a a toa ane point and must also 
explain to each customer the nature of the routing process,and 
the options available, a substantial emount of additional training 
will sactmaty be required for such personnel. The expense of this 
eine. in addition to the decreased productivity due to the 
Western Union personnel making overseas routing explanation - 
customers would likely increase Western Union 's overall operating 


costs by a substantial amount. (It {gs not inconceivable that these 


2/ For example, a telephone recording operator could easily 
become engaged in conversation with a customer for five 
minutes or longer explaining routing and enumerating all 
the IRCs. Conceivably, this could cut operator producti- 
vity in half. Estimating that WUD has aperoximately 
1000 telephone recording opezators and overall produc- 
tivity is reduced by 20%, this could mean an additional 
200 people would be required by Western Union and 
probably additional facilittes such as WATS lines, FX 
lines and operator positions as well. 
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added costs, on a per message basis, would approach the average 
revenue for an unrouted message). Again, these added costs must 
ultimately be reflected in the rates charged for overseas message 
service. 

The requirement that enforcement of an all-routed approach 
along with dispensation of appropriate routing inforr ation be done at 
the Western Union/hinterland-overseas customers interface suffers from 
another, equally serious flaw. Any mandatory routing requirement 
enforced by Western Union's agents virtually guarantees a substan- 
tial bias in those routings in favor of Western Union International, 
Inc. (WUI) because of the close similarity of names between those 
two carriers. Regardless of how the two carriers may feel as to 
their distinctions and differences, the generally unsophisticated, 
infrequently filing, unrouted user {fs not lixely to appreciate 
what to him would be highly subtle legalistic distinctions. He 
is probably conditioned to the view that the words “telegram” and 
"Wesresntigion” are basically synonymous. Thus, givena iA 
group of IRCs including WUI to choose between, he can be 
expected to choose WUI in at least a significant number of cases 


on the basis of familiarity of the "Western Union” name. 
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Although it may be pessible to devise an acceptable means of neutralizing 
this "Western Union” bias, at least to this point no one has 
suggested an effective method of doing so. ITT Worldcom submits 
that the Commission should not require the adoption of ie all- 
routed approach until it has found an effective means to eliminate 
this highly probable bias in favor of WUI. | 

In its Notice, the Commission has expressed the beltef that 
the IRCs have not effectively sought to reach unrouted users and 
stated its expectation that the IRCs would use the period of 
operation pursuant to the interim’ revised Formula to expand their 
solicitation efforts. Although, for the reasons heretofore set 
forth, ITT Worldcom is concerned that extensive further solicitation 
may be economically unfeasible, it agrees that the IRC's operations 
pursuant to the revised Formula will provide an excellent economic test 
of this concept. To the extent that such solicitations would 
be cost-effective, the revised Formula will provide adequate 
competitive incentive for the IRCs to seck to reach those creseatla: 
unrouted users. 

ITT Worldcom further submits that since the revised Formula 
provides a clearly equitable basis for distribution of the present 


unrouted traffic among the participating IRCs, it will be entirely 
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reasonable and prudent for the Commission and the parties to 

proceed with due deliberation in their respective efforts to 

achieve an all-routed distribution. The most important motiva- 

tion for moving to an all-routed distribution appears to be a 

desire on the Commission's part to relieve Western Union of 

the administrative burden associated with the “interim” revised 

Formula. Obviously, this goal will not have been met ifa 

hastily devised all-routed system results in a burden to Western 

Union equal to or greater than its burden under this “interim” 

Formula. , 

In conclusion, ITT Worldcom supports the Commission's 

determination that-an all-routed approach should be the ultimate 

evolution of the Section 222 internationa! formula. However, 

ITT Worldcom submits that there are substantial problems associated 

with reaching that goal which should be thoroughly explored by the 

Commission before ordering the implementation of an all-routed "Formula." 
Respectfully submitted, 
ITT World Communications Inc. 


BY: 


a 


4 
dom iil oo 
Its Attorney 


67 Broad Street 
New York, New York 


Dated: April 2, 1976 
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To: The Commission 


COMMENTS OF WESTERN UNION INTERNATIONAL, INC. 


Western Union International, Inc. (WUI) hereby 
submits its comments on the pro> .°1 of the Commission to 
require persons filing international cablegrams to specify 
the international record carrier (IRC) to handle such 
messages. 

In its Report and Order and Notice released : 
January 7, 1976, the Commission ordered that a revision 
be made to the international formula governing the dis- 
tribution of unrouted messages filed with The Western Union 
Telegraph Company (WUTelCo). This revised formula was 
stated to be interim in nature, effective only until the 
promulgation of a final formula, which would require every 
filer of an outbound international message with WUTelCo to 
specify the IRC of his choice. The Commission requested 
comments on this proposal from the interested carriers. 


This submission is in response to the Commission's request. 
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As explained earlier in this proceeding, Wut 
disagrees with the interim formula for both substantive 
and gprocedural reasons previously specified, and wut con- 
tinues to believe that the public interest would best be 
served by retention ™* tne existing formula, which has 
served well for many years.* However, if the Commission 
determines that it shows change the present formula con- 
sistent with the procedural constraints of Docket No. 
76-4054 before the U.S. Court of Appeals, Second Circuit, 
WUI believes that the public would be better served by the 
proposal for required routing than by the interim formula. 
Accordingly, WUI is submitting these comments without pre- 
judice to its preference for retention of the existing formula. 
‘The power of the Commission to order required 
routing is clear. Section 222(e) of the Communications 
Act of 1934, as amended, relates to distribution of “tele-. 
graph traffic by wire or radio destined to points without 
ey sntinental United States” (Section 222(e) (1)), and is 
no. limited to the distribution of unrouted traffic. The 
Commission is required to approve or prescribe after a hearing 
a formula for the distribution of all such traffic, but no 
- restrictions are placed on the Commission as to the manner 


in which such distribution is to be accomplished, except 


en een EE ENN IEEE” 


*See, inter alia, WUI's Comments dated July 8, 1974, Reply 

dated August 16, 1974, Supplemental Comments dated August l, 
ae and Petition for Reconsideration, dated February ll, 
976. 
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that such formula must be "just, reasonable, equitable and 

in the public interest". Provided een the appropriate 
hearing procedure is followed and that this public interest 
standard is met, the Commission has implied power under Sec- 
tion 222 to order any reasonable operational arrangement that 
it agbitn naptedeiace to accomplish the purposes of the statute. 
Section 4(i) of the Act -mpowers the Commission to “perform 
any and all acts, make such rules and regulations, and issue 
such orders, not inconsistent with this Act, as may be nec-. 
essary in the execution of its functions". In the absence of 
any provision affirmatively requiring the Commission to per- 
mit unrouted traffic to be filed with WUTelCo, there is po 
guestion that the Commission has authority to implement its 
proposal, if it deems it appropriate after full. hearing. 

One result of requiring the public to route messages 
would be to force all of the IRCs to increase their marketing 
efforts so as to acquaint the public with the existence and 
quality of their services. This in turn would leed to a 
situation where all carriers would compete fully for aa 
outbound message traffic. To the extent +hat guality of 
service might be dependent upon the effectiveness of 
competition, the result cf the proposed required routing 
may very well be increased efforts by all carriers to im- 
prove existing services and to innovate new services. 

The added competition which would result would 


enable all carriers, including the smaller carriers in 
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the industry, to obtain a share of the market that ‘eh us 
be consistent with their dedication of facilities to this 

service, their marketing effort and their quality of service 

provided to the public. : | . 

The required routing proposal would at one stroke’. _ 
eliminate all of the’ complexities involved in the snitcdeines 
tion of a formula designed to govern distribution of the traffic 
to almost two hundred separate points, and would eliminate 
all claims of unfair administration of the formula. A 


requirement for all messages tq enter WuUTelco's system 


fiat 


already routed will also lead to reduction of cost and 
improvement in the quality of service. At present, approx- 
imately 233,000 messages per week must be routed manually 

in the quota distribution center in Minneapolis. Under 

the interim formula, the volume will rise to digecwtnataly 
59,000 messages per week, since unrouted traffic destined 

to points for which one carrier is now entitled to all of 

the unrouted traffic will be manually routed at Minneapolis.* 
WUTelCo has estimated that the annual cost of the Minneapolis 
quota distribution center may be as much as $350,000. Under 
the Commission's proposal, all messages will be routed by the 
sender and the Minneapolis center would become totally un- _ 


necessary. The service delays and costs occasioned by man- 


* See WUTelCo's Motion for Extension, February 19, 1976, p.2. 
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ual routing would be eliminated.* 

No matter how extensive the parneking efforts of 
the Iac's,;: it will always be necessary for WUTelCo to advise 
some persons of the requirement of routing, and to list the 
carriers available to carry the message in question to its 
@estination. Persons who file messages over the counter or 
by telephone can be informed by vite clerk or operator of the 
available international carriers. Additionally, posters can 
be displayed in WUTelCo's offices listing such carriers. 

The vast majority of the public should quickly 
learn that routings are required, and that they must iwensty 
the carrier of their choice. Most persons who file cable- 
grams with WUTelCo will soon realize that they should be 
prepared to specify the carrier of their choice before 
contacting wUTelCo. | 

It is impossible to predict at this time what the 
economic implications of required routing will be. Of course 
it will affect only unrouted traffic now filed with WUTelCo. 
All IRCs will be required to market_their services vigorously 
Le they_ wish to capture the traffic that is presently unrouted, 
and_the ultimate distribution of this traffic willof course 
devend on_the relative success of each_carrier's marketing 
effort. However, the unpredictability of traffic distribution 


is a natural result of competition between the IRCs, and should 


es Of course, if the effectiveness of the interim formula is - 


postponed until WUTelCo can computerize its distribution 


functions as requested by WUI, this added expense will be 
averted. : 


not be regarded as a disadvantage. 


The interim formula, if implemented, would cause 
the taveeeserenat carriers to increase their marketing 
efforts. Therefore, such increased marketing should deter- 
mine message distribution directly. ih all-routed arrange~ 
ment is preferable to the hybrid arrangement contemplated 
by the interim formula, whereby marketing efforts indirectly 
control message distribution and costly distribution mechan- 
isms are maintained by WUTelCo. The self interest of each 
will ensure that the additional amounts spent on marketing 
will not exceed the marginal benefit to each carrier of 
the tratfic resulting from these marketing efforts,. and 
this expense will be kept within reasonable bounds. 

A prerequisite for the adoption of required 
routing is the assurance that it will operate under con- 
ditions that guarantee the complete absence of favoritism 
to any carrier in WUTelCo's traffic handling procedures. 

It is anticipated that if a member of the public attempts 

to file a unrouted message with WUTelCco, he will be requested, 
in one way or another, to specify a routing, and he will be 
advised of the carriers available to handle his message. 

In order to prevent discrimination_or unfair advantage to 


any carrier it is essential that two rules must be scrupulously 


observed by WUTelCo, and WUI's support of the Commission's 


proposal is expressly made contingent on their adoption. 
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The first is that the full name of each international 
carrier must be used, not an iBEEetiMirk, when advising the 
public of the list of available vwarriers. This is necessary 
pecause both RCA Global Seiensenkeasn: Inc. and ITT World 
Communications Inc. use their corporate symbols, "RCA” and 
"ITT", in connection with a wide variety of products and ser- 
vices. The public has been bombarded for years by the cor- 
porate logos of these two giant conglomorates. Griemiienete. 
the full names of each of the carriers must be used to prevent 
unfair advantage due to the wice-spreadc use of the "ITT" and 
"RCA" symbols, * 


.Seconc, the order in which the names of the carriers 


te 


must be changed on a regular basis, so that each carrier in 
rotation is listed first. The first name on such a list of 
carriers presented to an unsophisticated customer is more 
likely to be picked than any other. Since the purpose of 
requiring routing is to promote competition among the IRCs, 


the ground rules must provide equality of opportunity, and 


these two conditions will ensure such equality. 


* It should be noted that the corporate parents of RCA and ITT 
are both high in the list of the largest corporations in 
the world, whereas none of their competitors remotely 
approaches their size. 
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WHEREFORE, WUI urges that the presently existing 
formula be retained; but if changes are to be made, the 
Commission should require all messages filed with wUTelCo 
to be routed, subject to the two conditions specified above. 

Respectfully submitted, 


WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell 
Its Attorney 


One WUI Plaza 
New York, New York . 10004 


Dated: April 2, 1976 
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TRT TELECOMMUNICATIONS CORPORATION'S COMMENTS ON REQUIRED 

CUSTOMER ROUTINGS FOR INTERSATIONAL MESSAGE TELEGRAPH TRAFFIC 
FILED WITH TES WESTERN UNION TELEGRAPH COMPANY 
TRT Telecommunications Corporation (TRT) hereby submits 

its comments on the legal, economic and operational implications 
of distributing outbound, unrouted inessage telegraph traffic on 
the basis of required customer routings as required by the Com- 
mission's Report and Order and Notice of Rulemaking, released 
January .7, .1976.in Docket No. 19660 (FCC 75-1430). In this re- 
gard, TRT respectfully states as follows. 


I SUMMARY STATEMEN 


TRT is in full agreement with the basic principle that 
in the competitive internationel message telegraph service, the 
market shares of the several international record carriers (IRC's) 
should be determined, to the extent feasible, by customer choice 
and the competitive efforts of the carriers rather than by an 
arbitrary allocation formula. TRT also at this time takes no posi- 
tion on the question of the Commission's legal authority unacr 
Section 222(e) of the Communications Act to prescribe required cus- 
tomer scuting in place of a quota allocation system as the formula 


for distribution of outbound international message telegra-h traffic. 
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However, TRT is convinced that, because of the. peculi- 
arities of the international message telegraph market, it_would 
not be possible in the foreseeable future to immlement a fair 
and unbiased required customer routing sy.:.°° for the vast 
majority of unrouted international message traffic filed with 
Western Union. Anv attempt to establish such a system in current 
circumstances, we believe, would result in_a completely sredheary 
distribution of unrouted traffic which would not in any meaning- 
ful way reflect true customer choice. Moreover, the implementa- 
tion of such a system uader current circumstances would pe ex- 
tremely costly and would unnecessarily inconvenience occasional 
veers by reauiring then. tn makaan arhitrary choice of routings 
among carriere withov+ the information needed to make this choice on 
a ational basis. : 

In TRI"s opinion, it is only feasible to implement re- 
quired customer routing at the present time with respect to 
international message traffic filed by Western Union's Telex and 
TWX subscribers. Such traffic, however, accounts for only 4% 
of the unrouted messages accepted by Western Union. 

Accordingly, except to this very limited extent, TRT 
does not believe that it is feasible to implement required cus- 
tomer routing in place of an allocation formula. TRT submits 
that the interim formula which has been prescribed by the Com- 
mission provides for a fair and equitable distribution of traffic 
in accordance with customer choice and the competitive efforts 
of the carriers. TRT, therefore, urges the Comnission to 


require the prompt implementation of the interin formula. 
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II PROBLEMS IN IMPLEMENTING REQUIRED CUSTOMER ROUTINGS 
A. Required Customer Selection Could Not Be Implemented in a 


Unbiased Manner Uncer Current Market And Onerational Condi- 
tions. LG 


At paragraph 45 of the Commission's Report and Order 
and Notice of Proposed Rule Making, the Commission noted that 
approximately 35% of all outbound international traffic is un-~ 
routed and approximately 75% of Western Union transfers are 
unrouted. The Commission commented that: 

“Wwe believe that this is because the IRC's have not 

effectively sought to reach these users and that 

this failure may prevent the efficient operation of 

a customer-routing system.” 
The Commission apparently contemplated that, with a more effective 
sales effort by the IRC’s, most if not ali, of the customers pre- 
sently filing unrouted traffic will be apprised of ‘their routing 
alternatives and be in a position to make an intelligent choice 
among the carriers. 

In this regard, we respectfully submit that tne ‘Conmia- 
sion has misconceived the nature of the international message 
telegraph market. The international telegram is not @ product 
like deodorant, which is used on a regular basis by the majority 
of the public. Although the entire population of the United 
States are potential users of international message telegraph 
service, most people never send an international telegram in 
their lives and the service is used on anythinad appraachine a regu- 
lar basis by only a very snall percentage of total potential users. 
Although a siqnificant minority of the population do send a few 

t 


international telegrams during their life times, there is no 


practical way of identifying these infrequent users in order to 
solicit their traffic in an economical manncr. 
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In this reqard, we do not assert that the past 
efforts of the IRC's have been as effective as possibie in 
soliciting direct routings. fe agree with the Commission 
that these efforts could be improved and we would expect that 
with the greater incentive for competitive efforts under the 
interim formula, the percentage of unrouted traffic will 
gradually decline from its present 35% after the interim formula 
is implemented. However, it should be recognized that the nature 
of the international telegraph market does not permit the IRC's 
to undertake a massive advertising campaign, such as is utilized 
to sell automobiles or detergent. Moreagver, because of the in- 
frequency with which international messace telesraph service is 
used by most people, we would anticipate that, even if such a 
massive advertising campaign were attempted, the majority of the 
public would still have no experience or other intelligent basis 
upen which to make choice among the competing IRC's. 

Accordingly, although we would anticpate that the 
redirected marketing and sales efforts of the IRC's under the 
interim formula will result in minor decline in the percentage 
of unrouted traffic, there will continue to be substantial un- 
routed traffic for many years to come. Indeed, in spite of any 
increased marketing efforts by the IRC's, we do not anticipate a 
time in the foreseeable future when su€ficient information will 


be possessed by most infrequent users to make a knowledgeable 


routing choice among the IRC's. For the foreseeable future 


ay 
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most infrequent users will continue to have no knowledge of 
he existence of the various IRC's, much less an awareness of 
the relative merits of the services provided by cach carrier. 
Under these circumstances, it is apparent that a reguired cus- 
tomer routing procedure would require many customers to make a 
completely arbitrary choice of routing without adequate infor- 
mation or experience to make this decision. 

Moreover, TRT does not believe that such a recuired 
customer selection system could be implemented in an unbiased 
manner, which would be fair to_all carriers. As the Commission 
recognized in its Report and Order and Notice of Proposed Rule 
Making, procedures would have to be devised for Western Union 
personnel to inform customers of their routing options. To 
avoid any favoritism on the part of Western Union, such noti- 
fication would have to be limited to a listing of the names of 
the IRC's serving the desired overseas destination. However, 
even such a listing, we believe, would of necessity bias the 
selection process. The order of the carriers in the list would 
be a factor in the customer's selection. Also, an insoluble 
problem would be presented because of the similarity of the 
name of Western Union International, Inc. with that of vestern 
Union. If Western Union International were merely listed with-. 
out qualification, the customer's selection could be biased in 
its favor. If Western Union International were listed with the 
qualification that ‘t is not affiliated in any way with The 


Western Union Telegraph Company, the selection might be biased 


against that carricr. 
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Moreover, the customer would in most cases be asked to 


pick one name out of a list of five companv names auicklyv read to 
him over the teleohonne. Under these circumstances he would have 


difficulty in even remembering the nanes of all the carriers when 
making his selection. Thus, most custoriers would be more likely te 


remember and select a carrier whcse name oe familiar ring to it. 

In this regard. it is apparent that the selection process would be 
significantly biased in favor of ITT world Communications Inc. ané 

RCA Global Communications, Inc. because of the public's qeneral reccg- 
nition of those carriers’ corporate parents. 


B. Methods for Soliciting Customer Routings of International 
Telegrams Filed with Western Union. 


International messages are accepted by Western Union in 
three principal ways, via telephone at its CTB's, at its public 
offices (cver the counter and by tieline), and via Telex ane TWX. 
Of Western Union's total unrouted traffic in 1974, 81% was doeested 
at the CTB's, 15% was accepted at public offices and 4% was filed 
via Telex and TWX. The procedures for implementing required cus- 
tomer routings would have to be different for each of these 
acceptance modes. as 

In analyzing the various procedures which might be re- 
quired of Western Union for soliciting customer selection of the 
routing for an international telegram, TRT separated Western 
Union's services into categories which would caneiee similar 
solicitation methods. These methods are: 

a Porhak requitements through an automatic message switch: 


2) Printed instructions made available to the customer; and 


$161 910-420-1212 — WU Middletown/unrouted, unless specifie 


? : : : - a : 
-7-  * ie - 
3) Verbal instructions to customers by Western Union 
telephone operators and public office personnel 
Further, TRT based the analysis which follows on the two assump- 
tions that: 
1) Any methods which Western Union might be required 
to use would be designed, to the extent feasible, so 
as not to bias the customer's selection of routing; 
and that oe See 
2) Any actual presentation to the customer concerning the 
requirement for route selection, and particularly where 
that presentation would be verbal, would for expedi- 
ency’s sake be brief. ee : 
C. Methods for Filing International Telecrams with Western Union. 


l. Telex/TWX. A Western Union telex or TWX subscriber can 


file an international telegram by dialing one of the following 


numbers: 

Telex TWX ‘ Location/Routing 

1041 =; = 810-621-7800 s Moorestown/via ITT Vorldcom 

1042 810-621-7850 Moorestown/via RCA Globcom 

1043 810-621-7860 Moorestown/via Western Union int’). 


6044 810-621-0524 Mcorestown/via TRT Telecom. Corp. 


WU 
WU 
: WU 
1045 810-621-0477 WU Moorestown/via French Cable Tele.Co. 
WU 
3444 810-621-7870 WU Moorestown/unrouted, unless specifie 


By dialing one of the first five telex or TWX numbers and trans~ — 
mitting the telegram to WU Moorestown, the customer specifies 
routing for each message filed. If the custcmer selects telex 
"1044" or TWX °810-621-7870" and transmits his message to WU 
Moorestown, the message is considered to be unrouted unless in 
the message the customer specifies routing via a particular IRC. © 
For all of these numbers, there is essentially no rigid customer 
format requirement, and WU Moorestown operators manually prepare 
the WU format for entry into the WU Middletown automatic message 


switch (Infomaster). 
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In addition te these numbers, a Western Union tclex 
x TWX subscriber may elect to dial telex "6161" or TWX "910- 
420-1212" for direct entry of his message into Infomaster. A 
message filed in this manner is considered to be unrouted unless 
the custoner specifies in the message routing via a particular 
IRC. The important distinction in this method of filing is that 
Western Union requires the customer to follow a rigid input mes- 
sage format. If a customer's pevuet does not meet Infomaster's 
specifications, the custcmer receives an automatic rateckion | 
notice and must correct the format before resubmission. 

For all telex/TWx filed messages, Western Union could by 
changing its handling methods, in etteue, require customer 
routing. For those custoners already using Info- “ 
master services, Western Union could change the format recuire- 
ment to include an appropriate “via” and could reject those 
messages not specifying routing, for customer correction. ~ Simul- 
taneously, Western Union could eliminate telex "1044" and TWX 
"810-621-7870", thereby eliminating any unrouted at WU Moorestown. 
Western Union operators at Moorestown would then insert the "via" 
and IRC designators in each input message format according to 
the telex or TWX number dialed by the customer. 

l MRT believes that these operating changes are feasible and 
would provide an unbiased method of required custcmer routing. 
However, since only 4% of unrouted traffic would be affected, the 
implementation of these changes would have little effect on total 
distribution of traffic among the carriers. We therefore believe that 
there would be little purpose in modifying the interim farmula to 
require Western Union to implement those operating changes. 


j 
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2. Tie Lines and Messenger Pickup. For these services, 


Western Union could be required to cistesnure printed anetene- 
tions for customer use. The instructions might provide a brief 
explanation of the si areata to route all 7 cieeuannianiniae tele- 
grams, and then list the customer's IRC options. However, TRT 
has found no way of presenting clearly the identification of 
each IRC without biasing the customer's selection. This is par- 
ticularly true where the name “Western Union International” might 
lead a customer to think that WUI is the international part of 
Western Union. Explaining that Western Union International is in 
no way affiliated with Western Union couleé have a negative impact. 
jircheeecs, the order of presentation of the IRC's has the effect 
of biasing one's selection. | 

Beyond the problems cf Hodees routing selections, TRT 
foresees dias Western Union would incur adéitional handling | 
problems ‘ie those cases where tie line and messenger pickup ser- 
vice subscribers would either neglect or refuse to specify 
routing on their message Copy. In both cases, Western Union would 
have to contact the customer from the local Western Union office 
and request a routing. Moreover, it is probable that some cus. 
tomers either would require more information than Western Union 
could provide, or would simply refuse to take the time to under- 
stand the requirement and, therefore, to route the message. in. 
these cases should Western Union be allowed to reject the cus- 
tomer's message? If not, how would Western Union resolve the 
conflict? Should there be any circumstances under which Western 


Union personnel would be allowed to designate a routing? TRT 
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frankly has no answer to these and many other questions which 


could arise in implementing required customer routing for such 


tiaffic. 


3. cCTB's and Public Offices. Western Union customers may 


file international telegrams by dialing a toll- 
number, or by walking into a public office. In 
customer comes into direct contact with Western 
or office personnel, and in both cases any inst 
might be given by western Union personnel relat 


routing would lixely be verbal. For the reason 


free telephone 
both cases, the 
Union operators 
ructions which 
ing to message 


s expressed above, 


TRT submits that there is no procedure which could be adopted 


to inform the customer of his routing options whicn wousa ade- 


quately explain the requirement and alternative 
without biasing the customer's selection. Equa 


TRT does not feel that a sufficrent verbal inst 


incorporated with Western Union's procedures wi 


s for routing 
lly significant, 
ruction could be 


thout decreasing 


ca 


operator efficiency and increasing Western Union's handling 


costs. Also of concern to TRT would ke the nee 


mechanism which would deter an operator from ar 


a for control 


bitrarily selecting 


a routing without taking the additional time and trouble to 


solicit a customer response. 


III ECONOMIC IMPACT OF REQUIRED CUSTOMER ROUTING 


TRT is not able to predict the immedi 
impact of required customer routing on the vari 
jandline haul cost which would haue “9 he borne 


an& eventually by the public would doubtless in 


ate economic 
ous IRC’S. The 
by all carriers 


crease signifi- 


cantly because of the additional operator timethat would be 
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reonired by Western Unigr ur accepting international traffic 
under any required customer ronting procedures. Since the cus- 
tomer's solicitation of routings would depend more on name iden- 
tification than on the relative merits of the services provided 
by the various carriers, it is difficult to predict the extent 
of any shift in traffic among the various IRC's under required 
customer routing from that provided for under the interim formula | 
or under the presently etteckive toxuitx. However, as discussed 
above, it is clear that the great majority of the present un- 
routed traffic would be transferred to 17T World Communications 
Inc., RCA Global Communications, Ine. and Western Union Interna- 
tional, Inc. because of the greater recognition by the public of 
the names of those carriers in association with the activities 
of their parent companies or of The Western Union Telegraph Company. 

“We also believe that there would be substantially less 
incentive for competition under required custcmer routing than 
under the interim formula. Under the interim farmula the car- 
riers will be rewarded for their competitive efforts by receiving 
unrouted *raffic in proportion to specifically routed traffic. | 
Under required customer routing, on the other hand, the present. 
unrouted traffic will be arbitrarily distributed for the most 
part in proportion to the degree of corporate name identification. 
of each carrier on the part of the public. 

as discussed previously, required custcomer routing would 

not result in massive efforts on the part of the IRC's to capture 
the business of infrequent users. The unroutcd international 
message telegraph market is clearly not large enough to justify 


a massive nationwide advertising campaign directed at increasing 


the .carrier' 


public. 


the advertising budg 


TRI i 


place Western Union in th 


Moreover, 
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s corporate name identification with the general 
in TRT’s case, it could not hope to match 
ets of the parents of ITT and RCA. Also, 
s aware that it could not by any amount of advertising re- 


e minds of the general ‘public as being 


synonymous with the telegram. 


advertising and soli 


Accordingly, under required customer routing, TRT'S 


citation efforts would continue to be dir- 


ected toward that small portion of the public which can be 


jdentified as regular users of international telegraph message 


service. 
interim formula, however, 


by infrequent users w 


tomer Ss 


competitive efforts. 


proceeding, insofar a 


required customer routing. TRT further requests the Commissicn to 


Its competitive incentive would be less than under the 


since the present unroutea traffic filed 


oule be distributed by an arbitrary cus~ 


olicitation process which woule have no relation to its 


Iv CONCLUSION 


WHEREFORE, TRT requests the Commission to dismiss this 


s it contemplates a possible pres 


criptian of 


require the prompt implementation of the interim formula to be 


applicable until such time as it chould be amended in a subse-~ 


quent proceeding in accordance with the requirements of Section 


922(e) (3) of the Communications Act. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION 
Washington, D. C. 20554 
¢ 


In the Matter of 


Docket No. 19660 
RM-690 


Internationul Record Carriers' Score of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act 


eet ee ee ee ee ee ee ee 


To: The Commission 


COMMENTS OF 
THE WESTERN UNION TELEGRAPH COMPANY ‘ , 
The following comments are submitted by The Western 
Union Telegraph Company (Western Union) in response to the 
Report and Order and Notice of Proposed Rule ‘taking (FCC 
75-1430) adopted by the Commission on December 22, 1975 and 


released on January 7, 1976. 
Introduction wi 


In its Order of January 7, 1976, the Commission found 
that the existing formula for the distribution of unrouted 
international cablegram traffic “represents a market-sharing 
device which is by definition antithetical to the free flow of 


competition which Congress sought to encourage and enhance"; 


i  —  — —— 
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that for this and other reasons the “present snared of distri- 
bution embodied in the international formula is unjust, un- 
reasonable, inecuitable, and not in the public interest”; ‘anal 
that the present formula should therefore be repealed and re- 
placed--at least for an interim period--by a new formula which 
eliminates existing “distortions” in distribution patterns and 
which allocates "unrouted traffic among the IRCs in the same propor- 
tions as each carrier handles routed traffic” (Order, pp. 2-3). 

The Commission further tentatively concluded “in 
principle” that it “should proceed in th fe] direction” of 
requiring customers to specify particular routings for all 
cablegrams. The Commission acknowledged that the parties had 
not yet "addressed the legal or economic issues raised” by 
such an all-routed solution and that it was *tejonaequently 
. « « unable at this point to determine the extent of the 
economic burden which would result from a requirement for 
specified routings or the proper sharing of that burden be- 
tween WU and the IRCs”" (Order, p. 27). In -order to "gather 
the information... need[ed] for decision, the Commission 
directed the parties to file comaents which discuss, inter 
alia, the "implications of an all routed approach* (Order, 
p. 28). 

The caution manifested by the Commission in its Order 
appears to us to have been well-adcvised. Although Western 


Union had earlier supported a requirement for specific routings, 


i} 
Ls) 
t 
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further reflection and analysis have convinced us that such a 
course would very likely prove to be unworkable, and, that at 
best, an all-routed solution would be difficult and very ex- 
pensive to administer. We, of course, apologize to the Comas- 
sion for having endorsed the all-routed approach earlier in 
this proceeding. However, Our error would be compounded if we 
failed to apsrise the Commission of our present views, whieh 
were arrived at after more careful consideration. 

We now believe that the public interest would be better 
served if the Commission continued in effect the present formula 
mode (either as embodied in the interim formula or any other 
suitable formula) of distributing international cablegram traffic. 
If the formula approach is retained, Western Union could -- 


pursuant to plans already in effect (and discussed at pp- 15-18 


infra) -- provide for the automated distribution of cablegran 


traffic through its Infowaster computer. Formula distribution 
by means of a computer would be quicker, more evenhanded. and 
far less expensive than the all-routed solution being considered 
by the Commission. | 

We discuss below, in Part I, some of the serious 
problems inherent in a requirement for soecific routings , - 


and compare the characteristics of this approach to the 


approach Western Union believes to be far preferable -~ i.e., 


the automatic distribution of traffic pursuant to a formula. 
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In Part II, we explain the steps we have taken and intend to 


take in order to computerize the task of tallying and routing 


cablegram traffic to the IRCs. 


I. 


THE ‘PUBLIC INTEREST “OULD 3E 3=EST SERVED 
BY PERMITTING WESTIM! UNION TO CONTINUE 


TO DISTRIBUTE INTE RIATIOUIL CAaLsenat 
RAFFIC TA THR TRCS BY MAUS 
OM A FORMULA 


A, It Would Be Difficult to 
Prescribe Instructions Under 


an_All-Routed Aooroach 


If a requirement for customer routings is placed in 
effect, it would be necessary, according to the Commission, 
to issue "suitable instructions and operating arrangements, 
agreeable to all concerned . -. - to guide Western Union in 
presenting the public a mandatory choice among the IRCs" 
(Order, p. 28). Without such restraints the Commission found 
there exists the possibility that "prejudice will result” 
(Order, p. 27). The Commission, however, declined to specify, 
or to suggest, approsriate guidelines for Western Union 
on the grounds that “the information. . . before {it was] in- 
sufficient to prescribe those instructions and operating 
arrangements” (Order, p. 28). 

Western Union does not have any better information 


on this matter than the Cormission. Meverthneless, from our 
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vantase point it appears that it would be difficult to 
formulate an arpropriate set of guidelines and tnat, on 
balance, retention of a forzula acoroach would -etter serve 


e * 
the suslic cavavewe ict For example, consider the following 


problems: 
: oe When informing a customer of the nanes of the 
different InCs whose services are available, which IRC should 
Western Union list first? Which IRC should it list last? 

e Should a Western Union operator be reguired to 
inform each customer that Mfestern Union is not affiliated in 
any way with Western Union International? If this disclaimer 
is made, it may appear to the customer that we are downgrading | 
WUI's service because we wish to be disassociated from it. TE 
this disclairer is not made, WUI may obtain an advantage because 
of confusion on the part of a customer resulting from the sini- 
larity in names. ITT has already complained about the “com- 
petitive advantage derived by Wul from this name similarity. ..” 
(ITT Opposition to Petition for Reconsideration, p. 7, filed 


February 27, 1976). See also, RCA's brief to the Second Cir- 
| 


cuit (filed February 25, 1976) in support of its motion to cae 


of In its Order the Commission stated that "we exnect the 
varties during thie! neriot [the_interim formula is in 
@rrect; fo worn out mutuallysagreeaqe procaniues for 
implementation of the all-routea distribution systen so 
that we can avoid later controversy on this point." 
(Order, p. 28.) Given the conflicting. interests of the 
various IRCs, we see ro chance that the Cormission's 
"expectation" bere wiil be fulfilled. 
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the court to stay further proceecings in this case, p- 24, 
tootnote. 

e If the customer specifically asxs our operator 
if all of the IRCs provide ecually gooc service, what answer c 
would be appropriate? It would not be correct to respond 
affirmatively, since, obviously, éifferent IRCs cannot be 
"equally good" at all tines and on all routings. 

e If the customer--in an attempt to make a rational 
choice between IRCs--asks for information as to which IRC 
is the most efficient carrier or which IRC has the best 
completion record, what factual material should the operator 
refer to which could be helpful to the customer? 

the difficulties enumerated above illustzate (1) that 
one or more of the IRCs is almost certain to be dissatisfied no 
matter how Western Union's operators inform customers of their 
available alternatives and (2) that the mechanical difficulties 
inherent in an all-routed@ approach are likely to outweigh the " 
benefits of such an espweackhs These problems will be ayy. avated 
by the complexity of the marketing structure for cablegram 
service. It would be quite difficult for an inexperienced HM 
customer to understand -- on the basis of a short telephone 


conversation -- that Western Union is not the only carrier : 


*/ we should lixe to stress that these difficulties do not stem 
from any selfisn interest on,the cart of Western Union--whicnh, 
if present, could te dealt with by appropriate rule or order-~ 
but rather from the comseting (and legitimate) interests of 


the various IRCs and the arbiter's role conceived for Western 
Union. 
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handling his message; that western Union can only handle 


cablecram traffic domestically; that testern Union must turn 


over his message to one of several international carriers 


at selectec gateway cities; and that the international carrier, 


in turn, must transfer the message to a forei¢cn carrier for 


final delivery. 


By contrast, none of the "instruction" problems enumer~ 


ated above even arise if a formula is retained. A formula approacn 


would enable Western Union to route traffic to the IRCs quickly and 


automatically and, as we show next, at much lower expense. 


B. The Cost of an All--routed 
Approach Would Be Prohibitive 


It is impossible to determine the precise cost of 


implementing an all-rocted acsproach. Necessary information 


' ‘ / : : 
is simply not available.— However, even a cursory examination 


of the problems jnvolved reveals that the cost of reautring 


customers to specify routings. will_he canale* iy out of line 

with any nossible benefits to be derived from such an approach 

and far more exvensive than a continuation of a formula mode of 

distributing international traffic. : 
At present, acoreximately 3 million cablegrams a 


year -- over three-fourths of the total cablegran traffic 


eae 

2 

ef We would note that in its January 7 Order the 
did not attempt any analysis of the costs requ 
an all-routed aporoech. 


Commission itself 
ired to implement 
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originating on Western Union's system -- are not routed by tne 


customer via a particular IRC (Order, p- ll). As the Connission 


‘recognizes, it will be necessary to recuce the number of unrouted 


telegrams through "expanced” IRC "solicitation efforts” if the 
"customer routing systen {is to} work smoothly and efficiently” 
(Order, p- 27)- 

However, apprising consumers of the supposed benefits 


of sending traffic via a sarticular IRC will obviously not be 


an easy or inexpensive eask. Althnouga Western Union has nox 


performed any recent marketing studies in this area, our 
experience indicates that a substantial sercentace of the 
cablegrans handlec by Western Union are sent by smaller users, 
who_might tvpically send one or two or perhaps six cablegrans 
a year. Larger users who have substantial overseas recore 
requirements couldé generally be expected to rely upon telex or 


even private line service. 


Our understanding here is shared by ITT and RCA. 
IT?’ has advised the Commission that "The simple fact 4 ae 
is that the preponderance of the remaining unrouted traffic is 
believed to be ‘social’ traffic which is characterized by very 
infrequent transmissions per user.” (ITT Opposition to Petition 
to Stay, p. 7, tited February 23, 1976.) Similarly, RCA stated 
in a brief to the Second Circuit in support of its stay motion 


(p. 24, footnote) that 


372. 


"we think it likely that an adequate exanina-~ 
tion... would show that the originators of 
most unrouted telegrazs are infrequent inter- 
national communicaters who are not familiar 
with, anc wao have scant reason to be concerned 
with, the intricacies of international tele- 
communications. It is not clear what efforts 
of salesmansnip could reaca such persons OF, 

if they were r2achec, coulée articulate differ- 
ences between the IRCs which woule be meaningful 
for their limited purposes.” . alte 


Any attemot to reach occasional cablegram users and 
acquaint trem with the merits or demerits of the various IRCs 
to the sdiwe ubere thay feel codow ised to suestey a particular 
routing would require, as ITT has stated, "an extensive and 
expensive nationwide ‘Sduaieebeton campaign . « o” (ITT Opposition 
to Petition to Stay, p- 7)- RCA takes a similar position and . 
estimates that the sisi aneatne campaign “expected” by tne 
Commission would "lead pie eee millions in new costs * (Petition- 
for Stay, 9. 6, filed February 11, 1976). “tt further states that 
its own solicitation eidehnes woute increase "@ramatically” by 
$342,600 a year “if it is seriously going to try to effectively 
reack users in the hinterland who dco not now neat and who number 
in the hundreds of thousands” (Petition for Stay, P- 13). 

While we cannot verify RCA's figures, it is apparent. 
that nothing much caqyld be accomolished in terms Ff "Pednucating” 
the many thousands of small and widely dispersed users throughout 
the country unless expenditures of upwards of $l million per 
annum are made and that any real attemot to decrease the number of 
customers sending unroute¢ cablecrams will propably require an 


advertising campaign costing substantially in excess of this figu 


tf 
= The_only difference between ITT and RCA on this point is 
ITT's claim that RCA and the other IRCs will not actually 
spend the additional funds necessary for a new advertising 
campaign. We believe that ITT is correct here. (See pp- 
13-14, infra.) 
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In addition to these advertising or solicitation 
expenses, substantial expense will be incurred in administering . 
an all- routed =e Here again, precision 258 not possible. 
However, cablegrams are . igsaibaiea 4 receivee by Western Union at 
its centralized telephone bureaus (CTBs) and we can reliably : 
estimate that calls to these CTBs cost Western Union 45¢ to 50¢ 


per minute. Even 4€ it ts aptimistically assumed (a) that the IRCs 


can halve through solicitation the number of unrouted cablegrams — 


and (b) that it will take only an average of 90 seconds to explain. 
the choice between IRCs to the remaining customers, this would 
still mean *hat an all-routed approaca yould involve over $= 
million in administration excenses me Thus, the total cost 
for advertising and ‘administration would exceed -- probably by a 
substantial amount -- $2 million ‘annually. 

This is several times the cost of distributing cables 
gram traffic by means of a formula. At the present time, Wes- 
tern Union sorts wii tallies cablegran traffic manually at ite fin 
neapolis reperforator center. It is estimated that under the 
new interim formula these eperations, if they cantinue te he 
performed manually, will cost approximately $474,000 a year. 
Moreover, although this expense is less than a ere on the 
cost of an all-routed solution, it can be reduced substant ially 
if -- as wasrern Union intends -- the distribution function is 


computerized and handled automatically. . 


- 
af I.e., 1.5 million cablegrams | x 1.5 minutes per  cablegram 
x $.45 per minute equals $1,012,500 per annum. 
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As described in Part II, on april 15, Western Union 
Information Services (a wholly-owned subsidiary of the Western 
Union Corporation, the Telegraoh Company's parent) will begin 
the programming work necessary to automate the distribution of 
cablegram traffic. By November 27, 1976, Western Union's 
Infowiaster computer will have the ability to tally and route | 
to the correct IRC all cablegrams ‘which do not contain errors . 
in format or routing information. Thereafter, by April tL, iSTTs 
Western Union will also have the ability to correct such errors 
an@ return them to the computer to be handled automatically. 
(See, pp. 17-18, infra) if 

Automation will cost approximately $350,000. After 
at is complete, however._the, cost of distributing tratfic in 
accordance with the new interim formula would probably not 
exceed $50,000 a year. 

Let us assume, for purposes of illustration, that 

the $350, 000 cost of automation is amortized at a rate of 
$50,000 a year. rf this $50,000 capital cost is added to 
the $50,000 annual operating expense, the total cost of 
$100,000 required under the formula approach would be less 
than 5% of the $2 million annual cost of having each cus- 


tomer specify a particular scouting. 


= {i = 
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+: 
C. The IRCs Have No Incentive 
to Exsend the Substantial 
Funds Necessary to Familiarize 
Cablegraa Users with Their | 
Services 


ET 


As already noted (>. 8), the Commission found 
that the eeaktnued "failure” of the IRCs to reach those users 
who do not choose to eoeckey routings "may prevent the efficient 
operation of a customer routing system. .- - (order, Pp. 27) 

The Commission stated, however, that it "expected" the IRCs 
to eliminate any recognition problem “by expanding their 
solicitation efforts." (Order, p. 28.) 

| Any ‘ics lnk or "expectation" that the IRCs would 
expand their solicitation efforts appears to us to be completely 
groundless. Certainly there is no incentive for the IRCs to 
expend substantial sums advertising their cablegram service 
in order to attract hinterland aes who do not now specify 
routings. 

On the one hand, the available marxet is limited and 
unenticinga. Only 3 million unrouted cablegrams were sent in 
1974 and the totel revenues “for these messages penn to | 
only about $7.5 wistiens The number of cablegrams sent 
has also declined in recent years (See RCA Comments in this 


proceeding, filed July 8, 1974, 3. 13.) and it is unlikely 


2 

eg This $7.5 million figure was derived by multiplying total 
cablegram traffic revenues of both "estern Union and the 
IRCs for 1974 ($21,486,392) by the percentage of unrouted 
traffic (354). (See Order, a. Il.) 


-12- 


. ° ° * 
that this service is now very nrotitahie.— 


On the other hand, for reasons explained earlier (op. 
8-10), it will be extremely difficult for the IRCs to induce 
a substantial number of customers to specify routings. The 
sm2il and widely dispersed users of canlecran service cannot 
be “educated” or even reached without an exvensive nationwide 
advertising campaign. 

Thus, any reasonable cost-benefit analysis clearly 
would deter the IRCs from undertaxing a substantial expansion 
of their existing solicitation efforts for cablegram traffic. 
ITT has already taken the position that expenditures for this 
purpose would be “highly imprudent." (ITT Opposition to Motion 
to Stay, P- 7, filed February 23, 1976). Thus, ITT stated that 
cablegram users who do not specify routings 

"simply are not considered reachable by ordinary 

IRC marketing efforts. In order to establish a 

‘carrier consciousness among those users would 

require an extensive and expensive nationwide 

advertising campaign which, it is submitted, 

cannot be justified based on any reasonable 


expectation of increased traffic.” (ITT Op- 
position, p. 7.) 


It is inconceivable to Western Union that the other IRCs would 


ss 


—~/ RCA, for example, has repeatedly complained that cablegram 
service no longer yields a fair rate of return. (See, @-g-. 
RCA Application for Review filed October 20, 1975 (In the 
Matter of TRT Telecommunications Coro., File No. I-T-C-2462-9)). 
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bd 
reach a different conclusion.-— 


For the reasons described above, the adoption of a 
requirement for customer routings cannot be considered to be 
in the public interest. ‘By any reasonable standard of sdeoariiun. 
such an all-routed solution is far inferior to the present formula 


concest of distributing cablegram traffic. 


Although the matter is not entirely clear, tne Com=z:ss:on => 
tentative selectiun of an all-routed approach, annaare. ta ha . 
based on the assumption that this solution would somehow maximize 
“sustomer choice.” (See Order, a5. 3, 27-) If this is indeed the 
Commission's view, it does not_appear to us to be sound. : ; 

Freedom of choice is available to cablegram users : 


under the existing formula mode of distribution. A customer 


a TRT stated in its Ovrosition, 9. 6 (filed February 23, 1976), : 
to RCA's stay motion that it “does not intend to increase its : 
marketing budget as a result of the Commission's Cecision,” 
but that it will "redirect its marketing efforts to place 
greater emphasis on the solicitation of public message traffic.” 

TRT does not indicate the extent of this “redirection.” We 
cannot believe, however, that TRT seriously intends to shift a 
substantial sortion of its advertising budget away from highly 
lucrative telex traffic to far less lucrative public message 
traffic. 
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can specify any available IPSC to carry his traffic overseas. 
He can also choose not to specify a particular IRC. Although we 
have no cuarrel with the idea that a customer should be allowed 


freedom of choice, we believe that there is little to be gained 


in forcing him to exercise this choice. A refusal to respect the 
customer's decision not to make a selection nere is faintly 
reminiscent of the attitude of the Bov Scout who insisted upon 
helsing an old lady across the street even though she didn't 
want to go. 

We woule also note our view that the reluctance of 
customers to ssecify routings is entirely understandable. 
Occasional users of the IRCs service would have no rational 


basis for selecting the “best” IRC. 
; i. 
WESTERN UNION INTENDS TQ AUTOMATE THE DIS- 


TRIBUTION OF CABLEGRAM TRAFFIC AS SOON 
AS POSSIBLE 


Shortly before the Commission issued its January 7 
Order, Western Union had completed plans -- based on then 
known requirements -- to enhance the capabilities of its 
InfoMaster system by adding a CRT (cathrode ray tube) Traffic 
Director wnich would verform the following functions for cable- 
gram ane telex/TwX traffic: 
1. Interceation of Errorec Telex/Tix ' Traffic -- 
The Traffic Director would be used to intercast and 
correct errored cablegram and telex/TiWX messages 
that are inout Cailvy from telex/TVX stations directly 


into the InfoMaster computer. 


2. Telex/TWX International L_ Outhound | Relay <- 


The CRT Traffic Director woule taxe over tne inter- 
national outbound cablegram message refile center at 


ao 46 & 
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Moorestown ané provide for a more efficient method 
of nanéling the refile function. 


SG International Outbound Routing A: Assistance -- 


ee 


The Minneasolis reperforator center waicn presently 

handles tne international cablecran distribution 

function woulé be pnased out and cablecrams would be 

sent instead to tne CRT Traffic Director where they 

woul@ be flashed on a CRT screen so that they can 

be tallied and routed bv CRT operators. Although the 

CRT screen woule not eliminate the need to cistribute 

cabdlesrams RARER EAT it would make such traffic easier 

to handle. 
} Since the Commission nad not yet issued its January 7 
order wnen these original plans were made, Western Union assumed 
that the CRT Traffic Director would hanéele the traffic now handled 
by Minneapolis based on distribution requirements for the formula 
now in effect. As Western Union explained in an earlier Motion 
for an extension in this proceeding (filed February 19, 1976), 
under the existing formula most unrouted traffic to exclusive 
points is already hgiiiliig distributed automatically through the 
InfoMaster ecpuesirs Such automatically allocated exclusive 
traffic presently accounts for about half of the total unrouted 
traffic Western Union receives. Accordingly, only the remaining 
half of the unrouted cablegram traffic would have hae to be 
flashed on CRT screens and sorted manually. 

The new interim formula, however, eliminates “exclusive” 

points and requires that all 59,000 unrouted cablegrams received 
each week be Western Union be sorted and tallied manually. In 


addition to doubling the number of messages to be handled in 


Minneapolis, the sorting anc tallying process would become more 


complex because 


880 


\ 
(a) The number of separate overseas cestinations 


would be increased from 34 to 195, and 
(db) Tne messages themselves would have to be tallied 
in multiples of 100, whereas, at present, mes- 


sages are tallied on the basis of simoler ratios. 


The increased volume of the traffic to be hanclec manually and 
the increased complexity of the sorting process almost doubles 
tne cost of distribution. As noted earlier, tlestern Union 
estimates tnat under the interin formula manual sorting an¢d 
tallying of cablegram traffic would require an expense of approxi- 
mately $474,000 annually. | 

Because of this substantial increase in the expense 
for manual handling. it has become increasinaly apparent that 
the best approach for all concerned would he to automate the 
distribution of cablecram traffic as soon as possible by 
routing it through the TnfoMaster computer. Once computerized, 
the more complex formula proposed by the Commission would pose 
no special problem. In order to obtain the necessary capa~ 
bility of handling cablegram traffic automatically, Western 
Union decided to modify its original CRT Traffic Director plan 
and pursuant to revised arrangements recently concluded with 
Western Union Information Services, that company will uncer- 
take, beginning April 15, 1976, to @evelop the programs necessary 
to route cablegram traffic through the InfoMaster computer. 

We expect that the first stage of this work will be 
completed by November 27, 1976. after this date, Western Union 


will be able to route anc tally automatically all cablegrams 
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which do not contain errors in format or routing information. 

Unrouted messages containing such errors will be diverted to 

the CRT Traffic Director ané flashec on a CRT screen. Zt it 

is possible to discern tne correct cestination and addressee 

for such cablecran despite any error, the cablesran will be 

routed manually to a specific carrier by the CRT operator in 

accordance with the formula. Such manual routing would, of 

course, require that a separate tally be kept for errored traffic. 
Automation is scneéuled to be completec by April 1, 1977. 

On this date operators will have the ability to correct format or 

routing information errors in cablegrams as they appear on CR? 

screens. After being corrected, the messages will be sent back 

to the computer which will sort and tally them in the same way 


it handles other unrouted traffic. 


We recognize that the entire question of allocation 
of cablegram traffic to the IRCs is now in a state of flux and 
that it might, therefore, be suggested that Western Union wait 
until all the issues in this proceeding have been resolved by 
the Commission before expending substantial funds on an auto- 
mation progran. However, we Delieve, on balance, that the most 
sensible alternative available to Western Union is to vroceed 
to automate che handling of cablearan traffic without further 
delay. In reacting tnis conclusion we nave relied upon the 
following considerations: 

l. The installation of the CRT Traffic Director, a 
project to be undertaxen regardless of the outcome of this pro- 


ceeding, will require significant changes in existing Infoxlaster 
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computer software. There will be a savings of both time and 

money if automation of the cablegram distridution function 
proceecs at the sare time these other changes are being made. 

We would estimate that to delay automation for ever. six months 
woulda increase the cost of the work to be done by from $50,009 

to $100,000 and expand the time for completion by several months 
over and above the initial delay period. Thus, waiting until 
matters are resolved here could result in additional cablegranm 
distribution costs which could perhaps amount to about $500,000.’ 


2. Even if--contrary to views expressed herein-- 


the Commission decides in favor of an all-routed approach, 

we do not believe that it can imolement that solution within 
the near future. The Commission noted that the “smooth and 
efficient” operation of the all-routed approach seewieus that 
the public become familiar with the IRCs’' services so that they 
can rationally exercise the choice between IRCs which they will 
be required to maxe. The Commission explained that it would 
rely upon the IRCs to increase their solicitation efforts to 


promote a greater awareness on the part of the public of the 


he Let us assume that the matters herein are finally resolved nine 
months from now and that the Commission decides to retain the 
interim formula as a permanent means of distributing cablegram 
traffic. This would mean that automation of the distribution 
function would cost at least $50,000 more and that it would be 
delayed for approximately one year. During this one vear 
period, cadlegram traffic would Rave to be sorted and 
tallied manually at a cost of asproximately $474,000. 
Tne only offset would de approximately $50,009 which would 
continue to be required to operate after automation. Ac- 
cordingly, the net loss would be about $474,090. 
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competitive alternatives available. Obviously, as has already 
been discussed, this task cannot be accomplished overnight. 

The best that could be hoped for here is that the public could 

be “educated” after an interval of several years. The Commission 
appeared to teroonise the long-term nature of the interim for- 
mula by specifying in Paragraph V of the formula that quotas 
should be recalculated at six month intervals. 

Since the cost of handling traffic manually pursuant 
to the interim formula is $474,000 a year and since this can 
hereduced to onlv $50,000 per year through automation, the 
total $350,000 cost nf automation would be more than offset 
within a single year. Thus, if the inte- .n formula is in effect 
until April 1, 1978--a total time period of less than two 
years--it will have proven cheaper to automate than to con- 
tinue to handle traffic manually. Given the problems involved 
in implementing an all-routed approach, the odds certainly 
favor the interim formula lasting at least that long. 

In its order the Commission "agree(d] with Wu that 
it should be reimbursed for the reasonable costs it incurs 
in effecting distribution . . ." (Order, p. 30). The Con- 
mission further stated "We see no reason why WU cannot automate 
the handling of traffic under the new formula if it believes 
that will be in its interest” (Order, p. 30). In view of these 
statements and in view of all the other factors involved, 
Western Union believes it has made the correct decision here. 


If the IRCs believe otherwise, they should immediately inform 
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the Cermission’ of their views so that the Commission can re- 


view our action here. We are open to any reasonable approach 


which may be suggestec. Our primary concern is that no ques- 


tion arise as to our right to recover all reasonable expen- 


ditures incurred by us in order to route traffic to the ICs. 


protection. 


As the Commission's order makes clear, we are entitled to this 


For the foregoing reasons, “western Union respectfully 


requests that the Commission continue to require the traffic be 


distributed to the IRCs through a formula. 


Of Counsel: 
R. C. Hostetler, Esq. 
One Lake Street 
Upper Saddle River, 
New Jersey 07458 


April 2, 1976 


Respectfully submitted, 


By 
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THE WESTERN UNIO?! TELEGRAPiI COMPANY 


Leon Hi. Kestenbaun 


1828 L Street, 
Washington, D. 


Tts Attorneys 
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Before the A Cal 885 
Federal Communications Commission ; 
Washington, D. C. 20554 


In the Matter of * 


Docket No. 19660 
RM-690 


International Record Carriers’ Scope of 
Operations in the Continental United States, 
Including Possible Revisions to the Formula 
Prescribed Under Section 222 of the Commmni- 
cations Act. 


ReaD Yuet Seed Smee Yet Sed Yel 


TO: The Commission - 


REPLY Bi ES 

RCA Global — Ine. (RCA Gldbcom) hereby _ 
submits its reply comments on the proposal set forth in the 
Commission's Report and Order and Notice of Proposed Rulemaking, 
FCC 75-1430, (Order) which would require all international tele- 
grams originating a The Western Union Telegraph Company (Western 
Union) system to be routed by the sender. It is apparent after 
receiving the comments of the other carriers interested in this 
matter that there is almost unanimous agreement* that the all- 


couted proposal has serious patent defects in that it would ad- 


*Only Western Union International, Inc. supported the all-routed 
proposal for the obvious reason that it alone will unjustly benefit 
as explained below. 


campaign. We believe that ITT is correct here. (see 
13-14, infra. 


versely affect both the public and the carriers by greatly increasing 

costs, delaying service and adding to user confusion. ie 
| In view of the defects of the all-routed proposal, it a 

is equally apparent that it will not be prescribed by the biteetan, ; 

This being so, the Commission mast reexamine and reverse its pro- 

posed repeal of the presently effective formula and the prescription 

of me interim formula. As explained below, the only stated basis oy 

for the interim formula was to act as a bridge from the present a 

formula to the all-routed concept. Given the defects outlined 

below and the consequent elimination of the all-routed proposal 

as a feasible end point for the Commission, the entire rationale 


For the interim formula falls. 


The All-Routed Proposal Should Not 
Be Prescribed By The Commission ‘ 


RCA Gldbcom, Western Union, ITT World Communications Inc. 
(ITT) , and TRT Telecommunications Garnnnwtiia (TRT) reached the - 
ae conclusion with respect to the Commission's proposal--the 
public interest will only be adversely affected by its prescription. g 


When it is considered that each of these carriers have differed 


widely in previously filed comments on how, if at all, the present 
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formula should be changed, the Commission should give great weight 
to this consensus. The three main points made by the carriers 
were: 


s 
. 


l. Extremely Large Advertising And Soliciting Costs Would Be 
Incurred. y 


In its comments, RCA Gldbcom stated that, based on its 


long experience in the telegram field, it had found unrouted tele- 


_ grams (which comprise 77% of the Western Union originated traffic) 


are sent for the most part by people who use the service only once 
or twice a year for social purposes such as notifying relatives of 
births, deaths and other sporadic events. The market was further 


described as being spread geographically throughout the United States. 


“ITT, Western Union, and TRT agreed with this description. The 


combination of these two factors, i.e. sporadic use and wide geo- 
graphical distribution of users, would make advertising and solici- 
tation campaigns directed at the business of such occasional users 


extremely costly. 


2. Unreasonable Burdens Would Be Placed On Western Union. 
Regardless of whether the international carriers actively 


*See the Commission's Report and Notice of Proposed Rulemaking, 
FCC 75-1430, released January 7, 1976, at p. 12. 
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solicit the occasional users of international telegram service, 
Western Union would continually be placed in the position of ex- 
plaining to a large percentage of users that the Commission requires 
that they must select one of several international carriers to 
handle their international telegram. As described in Western 
Union's comments, it would be difficult, if not impossible, to 
formulate an kere set of guidelines which would govern the 
manner in which Western Union explained to these customers the 

need for routing. Moreover, impractical as it may be to Scneiliave 
the ee it would be impossible to assume that clerical 
employees could properly cecnuinduate them to frequently impatient 
and unconcerned filers. The conclusions are that one or more of 

the international carriers is almost certain to be dissatisfied 

no matter how Western Union's clerical force informs customers of * 
their available alternatives and that the mechanical difficulties 

inherent in the all-routed approach will far outweigh any conceivable 

benefits of such an approach. These “instructional” problems, as ig 
Western Union stated, would not exist if any formula were retained 


that provided for the distribution of unrouted traffic. 7 


RCA Globcom agrees with the assessment concerning 


“instructional” problems as presented by Western Union. There 

is no practical way bihtiche sone permit Western Union to walain 

all the relevant facts in oe unbiased manner to a pabhea who 
may be ditntirwaknd in which overseas carrier ee the inter- 
national carriage of the telegram. ‘These idea of practicality 
alsu must be considered in the oddest of the additional costs 

that they will impose on Western Union wad cuamieiss big egies 
national carriers, which Western Union estimates would involve 


over $1 million in administration costs alone. 


3. Western Union International Would Receive An Unjustified Benefit. 


The third item on which ITT, TRT, Western Union, and 
RCA Gldbcom agree is that the implementation of the all-routed 
approach would give Western Union International an unjustified 
benefit as a result of the similarity between its name and Western 
Union's. ITT quite accurately summarizes the problem in this 
manner: "Regardless of how the two carriers may feel as to their 
distinctions and differences, the generally unsophisticated, in- 
frequent filing, unrouted user is not likely to appreciate what 


to him would be highly subtle legalistic distinctions. He is 
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probably conditioned to the view that the words ‘telegram’ and 
"Western Union’ are basically synonymous.” Page 7. | 

RCA Gldbcom's experience has been that there is confusion 
on the corporate relationship between Western Union and Western 
Union cecmdaiet even among some of the more kcuud paseuths users 
of international decent beige > Thus, on the basis of all the 
information available to RCA Globcom, the implementation of the 
all-routed concept would create an unfair competitive situation in 
favor of Western Union International. 

In assessing coe validity of this cidade. it must be 
emphasized that only Western Union International supported the 
all-routed proposal. It must be assumed that its position was the 
result of an evaluation which indicated that the implementation of 
the all-routed ereeiit would benefit it more than the other carriers 
because of the identification of the name "Western Union” with 


"telegram", 


*As noted in our last comments, a market survey conducted among 
1,031 telex operators and communications managers in the gateway 
cities and in 18 nongateway cities in January 1973 by Palshaw 
Measurement, Ine. of Southport, Connecticut results showed that 
“0 percent of the respondents who said that "Western Union” was 
the carrier they used did not know whether it was the domestic 
or international carrier and 4 percent felt that it meant only 
the domestic carrier notwithstanding that the original question 
addressed itself to international carriers only. 
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It is also significant that one of the two conditions 
which Western Union International would have imposed, if the all- 
routed ctaneuat were accepted, is that the full name of the inter- 
national carriers be used when advising the public of the list of 
available carriers. While, ostensibly, Western Union International 
states that this nilabition waka avoid an entete advantage accruing 
to ITT or RCA Gldbcom, it is apparent yeion examination that the 
real beneficiary is Western Union International. 

Clearly, if a customer is to be influenced by the use 
of “ITT” or "RCA", it would make little difference whether those 
aks wae alone or were part of the full name of the respective 
carriers. -On the other hand, the abbreviation of Western Union 
International, WUI, would be much less identifiable in the minds 
of the public. By requiring the full name of its company, it 
simply reinforces the confusion that exists. Again, to the average 
occasional user, telegram means "Western Union” and whether the 


word "International” is added or not will not change this impressior. 


The All-Routed Proposal Would 
Not Yield Any Benefits To The Public 


Western Union International stated in its comments that 


"the result of the proposed routing may very well be increased 
efforts by all pean ee to improve existing services and to in- 
novate new services.” Page 3. This is totally unsupported by any 
facts and, most wicnsptcuieie. is directly contrary to all of 
Western Union i etiuatenihtl prior comments. ‘For example, Western 
Union International has said in connection with other changes in 
the existing formula that: 


All carriers operating under the Formula are success- 
fully and efficiently transmitting the traffic the 
Western Union Telegraph Company (WUTelCo); procedures 
for distributing unrouted messages are operating sat- 
isfactorily and without undue delay in most instances 
. « « «Comments of Western Union International, Inc., 
July 8, 1974, page 2. 


and 


Consequently, the question that is before the Commission 
in this proceeding is solely concerned with how the un- 
routed message pie shall be sliced; not whether or not 
the public will benefit from a change in the formula. 


Whatever the Commission decides, service to the public 
will not be improved in the least. In fact, an abrupt 
change in the pattern of distribution of unrouted oe 
traffic may well impair service to the public, if asa L 
result some carriers receive more traffic than they are 
set up to handle and other carriers have capacity which 
becomes idle. Reply of Western Union International, Ine., 
August 16, 1974, page 2. (Emphasis added). 


and 


(E] very carrier has strong incentives to increase its 
grade of service as much as possible, so as to foster a 
net increase in traffic. Reply of Western Union Inter- 
national, Inc., August 16, 1974, page 8. 


position on service improvement can only be reconciled with its 
past statements in one way--it recognizes the bias in the all- 


routed proposal in its favor. 
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We submit that Western Union International's present 
The Commission Should Reexamine 
And Reverse Its Proposed Action 
On The Interim Formula 
The Commission in its December 22, 1975 decision found 
| that the public interest would be best served by sian the 
public to make its own Ati as to the international carrier 
used to carry the telegram overseas. While the Commission’s 
ultimate objective was the ‘ib ccuted proposal, it did not prescribe 
that plan because it stated that the record then before it was 
inadequate. Instead, it prescribed an interim formula which 
presumably was to act as a bridge between the presently effective 
formula and the all-routed one before its prescription.* 


We submit that now that the all-routed proposal has 


been demonstruted te be totally unworkable, the Commission is left 


*The Commission, among other things, stated: 


We expect that the IRCs will use this period to expand 
their solicitation efforts, so that the customer routing 
system will work smoothly and efficiently. Further, we 
expect the parties during that period to work out*mutually- 
agreeable procedures for implementaticn of the all-routed 


distribution system so that we can avoid later controversy 
on this point. 
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with a bridge to nowhere. Indeed, the basis for the bridge, i.e. 
the interim formila, was so completely founded in the all-routed 
proposal that the demise of one must alse bring the end of the 
ether. Therefore, RCA Gldbcom believes the Commission must re- 
examine its position on the interim formule in the light of the 
comments filed on the all-routed proposal. After such reexamination, 
it should reverse its proposed action and permit the existing forma 
to continue. 

Respectfully jakeseeead. 


RCA GLOBAL COMMUNICATIONS, INC. 
s/Francis J. DeRosa 


s/Carl J. Cangelosi 


Its Attorneys 
60 Broad Street 
New York, New York 10004 


May 5S, 1976 
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Howard A. White, Esq. 
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Mr. D.N. MacLeod, General Manager 
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Mr. H.J.Clarke, General Manager 
Canadian National Telecommunications 
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(Counsel for TRT Telecommunications Corp.) 
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Before the on 
FEDERAL COMMUNICALTIONS COMMISSION 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 
RM-~690 


International Record Carriers’ Scope of 

’ Operations in the Continental United 
States, including possible revision to 
the Formula prescribed under Section 222 
of the Communications Act. 


To: The Commission 


REPLY COMMENTS 

ITT World Communications Inc. (ITT Worldcom) hereby 
submits its Reply Gomments respecting the Commission's proposal 
to require, at some point in the future, that all outbound tntemnational 
telegraph message traffic filed with The Western Union Telegraph 
Company (Western Union) be specifically routed by the sender via 
one of the international record carriers (IRCs). 

In the initial comments in this proceeding,three of the four 
IRCs participating in this traffic distribution and Western Union 
expressed strong opposition to the implementation of an all-routed 
concept, citing subst. ~ ially increased costs and admintatrative burdens 
which were anticipated, with little if any, attendant public benefit. 
And, the only carrier which supported the inandatory customer routing 


concept, Western Union International, Inc. (WUI), would gain. as 


0 ee 


a result of its name similerity to that of the domestic carrier, _ 

such an apparent advantage over other IRCs from the required 

routing proposal that its suzsort can be dismissed as an exercise 

in enlightened self-interest. 
While ITT Worldcom reaffirms its willingness to fully 

cooperate with the Commission in further studies or proceedings 

directed toward the possible long-term adoption of an all-routed 


concept, it submits that for the present and the foreseeable future 


this all-routed proposal has been clearly demonstrated to be unfeasible. 


' 
i 


The so-called “intcrim"™ formula, which ts a product of an exhaustive 
record extending over alinnst 12 years of proceedings, clearly 
provides a fair, just and equitable basis for the distribution of 


unrouted international message traffic filed with Western Union. 


i/ To the extent that WUI raises substantive considerations 
in support of its positien, these considerations are clearly 
shown to be in error by the initial comments of other carriers, 
particularly Western Union. 


The Cominission should eticct the carly Implementation of that 
formula, by vaceting the stay presently in effect, and defer : 
consideration of the all-routed concept until such time as, and 
if, that concept appears to be administratively feasible. 

Respectfully submitted, 

ITT World Communications Inc. 
end e ® ae hor, 
By: John A. Ligon 
Its Attorney 


67 Broad Street 
New York; N. Y. 10004 


Dated: May 10, 1976 
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One WUI Plaza 

New York, N. Y. 10004 


Mr. John Munroe 
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New York, N. Y. 10004 
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Canadian National Railway Company 
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William D. English, Esq. 

Vice President and General Counsel 
Comsat General Corporation 

950 L'Enfant Plaza, S. W. 
Washington, D. C. 


Carl J. Cangelosi, Esq. - 

RCA Global Communications, Inc. 
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New York, N. Y. 10004 


Roderick Mette, Esq. 

TRT Telecommunications Corp. 
1747 Pennsylvania Avenue, N. W. 
Washington, D. GC. 20006 


Mr. L. F. Swaine 
Canadian Pacific Railway Company 


_ Suite $18-Place du Canada 
. Montreal 3, Quebec 


Canada - 


Leon Kestenbaum, Esq. 
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1828 LStreet, N. W. 
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United States-Liberia Radio Corp. 
1200 Firestone Parkway 
Arron, Ohio 44317 


Shawn Eames 


In the ‘Matter | of. 


- ~o: The Commission - 


submits its neety Comments ‘on the proposal of the Commission 


oe 7, 2926 (FCC 75- -1430). 


ae | 
ee Before the 
FEDERAL COMMUNICATIONS COMMISSION 


tashington, 0. ¢C.- 20534 — 
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International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 
222 of the Communications Act 


Docxet No. 19660 
RM-690 


REPLY COMMENTS OF 
WESTERN UNION INTERNATIONAL, INC. 


Western Union International, Inc. (WUI) hereby 


to require customers filing overseas cablegrams to specify 
the international carrier of their Sheter in accordance 


with the Commission’ s ‘Memorandum Opinion and Order released 


In its opening Comments, WUL. advocated the adoption 
of ee Commission's proposal, and showed that the public : 
interest would be served by requiring all outbound cablegrams 
to be routed. The other responding carriers raised various 
objections to the proposal, but none demonstrated that it 
was impractical or infeasible. On the contrary, it is WUI's 
view that it is not only practical but will provide signi- 
ficant long term benefits to the public. | 

Required Routing is Technically Feasible 
There are three principal classes of originators of out: 


bound cablegrams filed with the Western Union Telegraph Company 
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(WUTe1Co). These are: (a) Telex and TWX subscribers; (b) i 
patrons cesiring to file over the counter; and (c) patrons 
who prefer to file cablegrams or weteehene It is clearly 
possible and convenient for each class at customer to spe- 
cify their choice of carrier. Additionally, of course, the 
public may file cablegrams directly with the international 
record earviers (IRes)- : | 

A. Telex and TWX Subscribers. These subscribers 
are itceady permitted the choice of calling either WUTelCo _ 
or the IRC's to file cablesrams. This choice can and should 
be maintained under the Commission's proposal, while ensuring 
that all messages filed by such subscribers will be routed. . 
In order to accomplish this goat, it will be necessary 
‘simply to permit filing with WUTelCo only over telex and TWX 
access numbers which reflect the subscriber's choice of 
carrier. The appropriate mechanism already exists in the - 
"1040" series of telex and TWX numbers, which provide access 
to WUTelCo's teternatiehal Message Center at Moorestown, N.J., 
for ultimate transmission to the IRC's. By dialing 1041, 
1042, 1043, 1045 or 6044, or equivalent TWX numbers, each of 
which is specific to one of the IRC's, a subscriber can file : 
a message which is deemed routed by reason of selection of a : 
particular carrier's number. See Western Union Telegraph Co., 
di FCC 2d 946 (1968). 
In order to implement the Commission's policy, it 
would only be necessary to eliminate the two telex numbers 


which permit the filing of unrouted messages, 1044 


(co Moorestown) uaa 6161 (to Middletown, Va.--WUTelCo's computer 
SSAter), ulong with the associated TWX nonbern.: So long as a 
ieenanien for filing unrouted messages remains, the Saag of 
fully routed traffic will be difficult to achieve, since 
Many subscribers will use the easy path which does not beauice 
a dectaien: : oe : | 

The result of elimination of the ane dectsion* 
path would be that WUTe1Co subscribers would automatically 
be reguired to specify t their choice of carrier. Any subscriber 
who nes not chosen a carrier ‘would in most instances consult 
the WUTe1Co gus aie directory, which woulé list the numbers 
corresponding to each carrier. . The directory would also 
display the advertisements of the IRC's, thus providing the 
subscriber with information on 1 which to base a choice. 

Until subscribers are aware of the requirement of 
dialing a specific telex or TWX "number ‘for the selected IRC, 
it may be necessary for an interim period to advise sub- 
scribers. who dial 1044 a 6161 that they must choose a carrier, 
either by filing directly with an IRC o- dialing the appro- 
priate "1040" number. The corputer would be programed to 
list the carriers providing service, together with the telex 
or TWX numbers for direct access or through WUTelCo’s Inter- 
national Message Center. | : 7 

A requirement to eliminate the 1044 and 6161 
numbers would not only achieve the Commission's objective of 
required routing for this class of Originators, but would 


have additional benefits to the public. To file a cable 
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through this port, the subscriber ner follow a rigid format 
in which every element of the message dase be typed in the 
exact form and exact sequence specified. See pages 40 and 
64 of the WUTelCo Telex Directory. If any error is made in 
this bomuat, the message is automatically rejected and the 
subscriber must try again. In contrast, messages filed with 
WUI or the "1040" series of telex numbers are subject to far 
less rigorous requirements. For example, under WUI'’s simpli f’ 
format the only requirements are for the address, class of 
service and mee of message indicator. | 
Additionally, messages entbred into the WUTe1lCo 
system by the 6161 number which contain errors other than 
format errors, such as garbled-texts, are entectan automa- 
tically by the computer, with no attempt to correct the 
garbling or other error, orto contact the customer. The 
result often is the transmission of a message which may not 
accomplish the purpose of the subscriber anc the customer 
suffers the conseque it expense and delay. Messages which 
are filed with the 1040 series can be checked for such 


errors and corrected at an early point. 
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B. Filing in Person. Persons desiring to file 
ims Sages over-the-counter at WwUTe1lCo" s public offices can 
easily and simply be informed ee the requirement of routing. 
To ensure that the Bure makes an informed choice, wu 
suggests that each member ‘of the public ee a message 
chee has not been pre-routed be given - briet ‘pamphlet 
containing “aesériptions of the available carriers. This 
painph let could contain six sections, one containing a brief 
description of the wUTe1Co/IRC relationship and the require- 
ment of routing, and one section for each of the five iitenn cud 
carriers, with a description or advertisement written by the 
carrier concerned. — Under these circumstances there can be 
no quaseiee of confusion by che cians or favoritism by 
WGTe1Co' s clerks. : ° 8 

e. ‘viling by Telephone. Unrouted messages attempted 
to be filed by telephone with wutelCo's central Telephone 
Bureau present a different but manageable problem. "UI be- 
rieves that the atatenents of WUTe1lCo that requesting a 
routing from the customer will be prohibitively costly are 
‘considerably exaggerated. Most users obtain the telephone 
number: of the CTBs from the telephone directory. It would 
be a simple matter for WUTelCo to place notices in the 
regular and classified telephone directories, stating that 
cablegrams must be routed and listing the available carriers. 
The IRCs would of course be free to place whatever additional 
advertisements they deem advisable. Since the customer will - 


then be aware of both the requirement and the list of car- 
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riers, it will be a simple and quick matter for the operator 
to requesc a routing from the custoner.* 


advertising Costs Will Be Reasonable 


oe g 

It is alleged that an effort to reach each and 
every potential user of cablegrams to sutain the virtues 
and merits of each IRC wouid be so expensive as to preclude 
the requirement of vedtine. This is based on an errorieous: 
asians ‘tt is certainly not necessary to advise each 
and every member of the United States population of the 
‘existence sail advantages of each carrier in order to accom- : 
plish the Commission's stated goal. While some advertising 
would be beneficial ia Large nuvcgiseen. seas generally 
the telephone directory notices. and the brochures av ‘lable 
ton uamaice offines would provide adequate notification oe 
the availability of the various careers: Beyond that, by 


the second or third occasion of use of the facilities, a 


LO eee 

*WuTelco's calculation that the cost of requesting routings 

would run to approximately $1,000,000 a year is 
inaccurate. Under the circumstances outlined above it 
would take far less than 90 seconds to request a routing, 
as claimed by yuTelCco, since the customer would be aware 
of the requirement and have a list of carriers before him. 
The 1.5 million cablegrams that WUTelCo claims is involved 
is inaccurate since this figure includes messages filed by 
other means. WUTelCo ignores the fact that some of these 
messages filed through the CTB are not social but business 
messages filed by persons who are more sophisticated in 
the use of international communications than the average 
social, user. Additionally, after the first experience, 
subsequent calls to file cablegrams will be much quicker 
since the specific user involved will already be aware of 
the requirement of routing. 
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user will huve at least 4 preliminary idea of his preference 
and will be able to specify the carrier of his choice “a 
out difficulty. : : a4 : re | : 

No carrier will spend more on advertising than i 
expects to bensttt by the traffic to be gained by such ad- 
vertising. Thus the visions of millions of dollars spent in 
nationwide television, newspaper and magazine advertising 
are simply unrealistic. Additionally, wuTelCo has the : 
ability to reach all of its Telex and TWX subscribers at 
er low cost by sending broadcast messages to all atansons 
on its system during night or off- Reek hours. \wTelCo pre- 
sently uses this method periodically to adverttee its own 
domestic services. An example of such a broadcast message 
is appended as Attachment A. This wenadceat facility should 
be made available to the IRCs, without charge or at charges 
reasonably related to wuTelCo's incremental cost, for the 
purpose of advertising and promoting their services, and 
acquainting the public with the appropriate Telex and TWX 
numbers for uccess- ) | , 

The Public Will Not Be Confused 

In their attempt to defeat the Commission's en 
posal, the other responding carriers allege that the public 
will confuse WUI and WUTelCo. No evidence is offered in 
support of this allegation except a partisan public opinion 
survey commissioned by RCA Global Communications, Inc. (RCA 
Globcom). The Commission has heard this argument before, 


and has dismissed it after providing for certain safeguards. 
a 
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For example, in the proceccings leading to wUTelCo's divestment 
of its Cable Division, the predecessors of ITT World Communi- 
cations, inc. (ITT Worldccm) and RCA Globcom argued that the 
public would believe that “UI was affiliated with —* 

The Commission specifically approved the use of the name 
"Western Union International, Inc." ‘ with the provisos Gear 
WUI indicate that it is aa international rather than . 
domestic carrier and retraiz. from any indication that it is 
affiliated with wuTelco, and that wUuTelCo instruct its : 
employees not to extend any preference to WUI. the Commission 
stated that "We believe that such a course is not ony in 

the public interest but also meets the legitimate objectives 
of American {the acquirer of the Cables Division] and allays 
the justifiable fears of the ather carriers”. Western Union 
Divestment, 30 F.C.C. 323, 344 (1961). These safeguards, 

said the Commission, "...should eoke protect the competing 
carriers, and prevent the using public from being misled”. 

30 F.C.C. at 968. 

ITT Worldcom and RCA Globcom made similar objections 
when WUI entered into a joint venture in Puerto Rico called 
“Cable & Wireless/Western Union International, Inc." The 
Commission similarly rejected contention that there wenee be 
confusion with WUTelCo.* Just as the Commission found in 1961 


and 1968, WUI believes that the concern of RCA Globcom and ITT 


*Cable & Wireless/Western Union International, Inc., FCC 
68M-646, released April 23, 1968 (File Nos. T-c-2109 et al)- 


sng 
Worldcom can be satisfied by the existing obligation of WUTelCo_ 
to notify its employees that there is no affiliation between 
the two Penne and to require that no oe be ex- 
tended to WUI. , 

RCA Globcom sunuaee the liiiciainn tila ti y made in 
this proceeding that a 1973 market survey supports its allegation 
of public confusion. The survey has not been made available 
to the Commission or other carriers, cannot be evaluated and 
is entitled to no wahowe: The survey is stale, and apparently 
was not designed to iis ne ke the question of the 
general public's scien of the IRC's. Among other flaws 
in RCA Globcom's pttencted Gee of the atoiy in this proceeding, | 
RCA Globcom has not complied with Section 1.363 of the Rules, 
which requires comprehensive information, inter alia, on 


"the assumptions made, the study plan uti- 
lized and the procedures undertaken. In 

the case of sample surveys, there shall 

be a clear description of the survey design, 
including the definition of the universe 

under study, the sampling frame and the 
sampling units; an explanation of the method 

of selecting the sample and the characteristics 
measured or counted. 


Unless and until RCA Stereo necetten with this section, 
arguments based upon its purported market survey are value- 
less.* , 

RCA Globcom attempts to prove the existence of con- 


fusion in the public's mind by the f:ct that WUI has managed to 


* In response to the arguments contained in RCA's Supplemental 
Comments dated August 1, 1975, incorporated by reference by 
RCA, WUI incorporates the relevant portion of its Reply 
Comments dated August 28, 1975. 
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gjgaina larg 2 share of the telex traffic gensiaationia the 
WUT 21Co system. This of course does not prove anything with 
regard to the public's knowledge of the carciers. © WUI* 
large snare is attributable to wur' s ‘superior technology and 
innovations. For example, wor was the first carrier to 
Computer see telex, the first to offer abbreviated dialing, 
the first. to offer departmentasized billing, the first to 
orfer automatic billing information, the first and only to 
offer simplified format for cablegrams, the first and only 
to offer abbreviated dialisg for cablegrams (Instacable-see 
Attachment B*), and so on Furthermore, WUI's quality of 
service is superior ana its marketing is eee: Voce | 
Any advantage resulting from the Commission" s. 
proposal is far more likely to accrue to itt Worldcom and | 
RCA Globcom as a result of the wide public familiarity with 
their respective corporate families, and their continued 
ise ot such relationships for marketing purposes. See Attach- ’ 
ment B to WUI's Reply Comments of August 28, 1975, relating 
to RCA Service Company. Their parents International Telephone 
and Teiegraph Corp. and RCA Corporation are the llth and 
34th ranking companies, respectively, on the 1976 Fortune 
500 list, with 1975 revenues of $13.9 billion and $4.8 billion, 
respectively. Their extensive advertising has resulted in 
wide public familiarity with their corporate name and 


logos. A person choosing a carrier from a list is 


° i ona is a perfect example of competition by the 
S. 


eerie i 


* 


moire Likely to pick ITT Worldcom or KA Globcomn, whose 
conglomerate name Lo familiar to him, than any other carrier. 
Tt is to alleviate this massive advantage enjoyed and uscd 
be cre Worldcom and RCA Globcom that WUI has conditioned its 
support of the Commission’ s proposal < on the adoption of a 
requirement that ‘the full names of the carriers be shown on > 
any list of carriers presented to the public. Ap 
WHEREFORE, WwuI respectfully requests the Com- 

mission to issue an appropriate order implementing its 
required routir> proposal, including the conditions specified 
in WUL's Comennt of April 2, 1976, specifically that names 

of carriers on any list of carriers supplied to the public 
be written in full and not abbreviated, and that suitable 
provisions be included to ensure that order of names on 
any such list be rotated, and that ida telex oad TWX numbers 
permitting the filing of enceuted aesnaces be ordered eli- 
minated. 

respect fully pear 


WESTERN UNION INTERNATIONAL, INC. 


By: Roger P. Newell 
Its Attorney 


1 WUI Plaza 
New York, New torr 10004 
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CENTIFICATE OW SURVCE 


I, Burnadine Diggs, 90 hereby certify that a 


copy of the foregoing pleading of western Union Inter- 


national, Inc. 


has been sezt by United States mail, 


postage prepaid, to the following: 


Joseph J. Jacobs, Esq. 

ITT World Communications Inc. 
67 Broad Street 

New York, New YOrK 10004 


Carl J. Cangelosi, Esq. 

RCA Global Communications, Inc. 
60 Broad S<reet 

New York, New York 10004 


Rodger M. Sanders, ESq.. 
RCA Global Communications, inc. 
60 Broad Street 


New York, ew York 10004 


Roderick Mette, Esq. 

TRT Telecormunications Corporation 
1747 Pennsylvania Avenue, N.W. 
viashington, D.C. 20006 


Jack Werner, Esq. 

The Western Union Telegraph Company 
1828 L Street, N.W. 

Washington, D.C. 20036 


Mr. J. A. Berenger 

The French Telegraph Cable Company 
25 Broad Street 

New York, New York 10004 


United States-Liberia Radio Corporation 
1206 Firestone Parkway 
Akron, Ohio (AIRMAIL) 


Mr. D. N. MacLeod, General Manager 
Canadian National 'eLlecommunications 
360 St. James Street, West 

Montreal Quebec, Canada (AIRMAIL) 
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Mi he fo) Seine 

Canadian Pacific Railway Co. 
Suite 518 - Place due Canada 
Montreal 3, Yuchee 

Canada (AIRMAIL) 


Me. John Monroe 

International Quota Bureau 
26 Broadway - 
New York, New York 10004 


Vice President & General Counsel 
“ Comsat General Corporation 

950 L' Enfant Plaza, S.W. 

Washington, D.C. 20024 


birector, Defense Communications Agency 

Comnercial Communications Policy Office - Code 108 ~* 
Attn: J. Randolph MacPherson, Trial Attorney 
Washington, 0.C. 20305 


7s/ Burnadine Diggs * 


Dated: May 10, 1976 ; | : 
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Before the 


FEDERAL COMMUNICATIONS COMMISSION 
Washington, D.C. 20554 


| 

' * 
Docket No. 19660. 
RM-690 


In the Matter of 


International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Communications Act. 


e 


REPLY COMMENTS OF 
TRE TELECOMMUNICATIONS CORPORATION 

TRT Telecommunciations Corporation (TRT) hereby submits 
its reply comments relating to the legal, economic and opera- 
tional implications of distributing outbound, unrouted interna- 
kickal message telegraph traffic on the basis oe required cus- 
tomer routings. _ 

‘TRT in its initial comments has shown that it would not 
be piaalihe in the foreseeable future to implement a fair and 
unbiased required customer routing system for the vast majority 
of unrouted international message traffic filed with The Western 
Union Telegraph Company (Western Union) and. that any attempt to 


establish such a system would result in a completely arbitrary 


distribution of unrouted traffic which would not in any meaningful 


way reflect true customer choice or the competitive efforts of 


the carriers. Moreover, we have shown that the implementation of 


such a system under current circumstances would be extremely costly 


and would unnecessarily burden occasional users by requiring them 
to make an arbitrary choice of routing among carriers without the 


information needed to make this choice on a rational basis. 
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ITT World Communications, Inc. (ITT), RCA Global Com- 
munications, tne. (RCA) and Western Guten in their comments also: 
agree that required customer routing could not be implemented 
on a fair or cost effective basis. It is significant that Western 
Union, which was the initial advocate of the acoytson of sequsees 

customer routing in place of an allocation formula, upon further 
reflection and study, has now determined that this is not a 
feasible alternative. Thus, Western Union estimates that the cost 
of implementing required customer routing would be at least 
$2,000,000 annually, and saad much more. (Western Union 
Comments, »p. 10). ‘Moreover, Western’ Babes, which would be respon= 
sible for aGvEssng customers .of their routing pitecnntives under 
required ‘customer routing, has cxceenned grave doubts that it 
would be able to ani so in a fair and unbiased manner. (Western 
Union sshcinile oumhale pp. 4-7). 

“only one party, Western ‘Union International, Inc. (WOT) ¢ 
“submitted comments favoring the eduek ion of ‘required customer 
routing. However, even WUI's support was conditional. Thus, 
Wur states that its first choice is the retention of the re 
 ehterink formula, which was Sestened to freeze the Market shares 
of the carriers to that existing 34 veers ago in 1942. Moreover, 
WUI would only accept required customer ‘routing as an -alternative 
to the existing formula ‘provided that Western Union operators are 
required to use the full names of tha IRC's when advising the public 
of the list of available peieines in order that WUI would be assured 
that it would receive maximum benefit from the publics association 
and confusion of the name of Western Union International with that 


of The Western Union Telegraph Company. 
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WUI does not indicate haw the practical problems in 
implementing required customer routing,.which have been enumer-. 
ated in the pleadings of the other parties, could be sevens, In 
this connedfffon, WUI merely makes the unsupported and patently 
false phasehent tint; "The vast majority of the public should 
quickly learn that routings are required, and that they must : 
‘specify the carrier of their choice.” (WUI Comments, p.. 5). 
However, WUI does not attempt to explain how “the vast majority 
of the public", which send no more than a few international tele- 
grams in their lifetimes, could quickly learn of the requirement 
for selecting a routing and their routing alternatives. We sub- 
“mit that such awareness on the part of the “vast majority of the 
public" cannot be xeasonably anticipated as a result of any addi- 
sional advertising and. solicitation efforts by the IRC's. m, 
Wut vsucantutuas "The self antares’ of each cos ) will ensure that the 
padittonst amounts eeank on marketing. will not exceed the. maveinal 
benefit to each carrier of the traffic resulting from these mar- 
keting efforts, and thus expense will be kept within reasonable : 
bounds.” As fully discussed in the Conmnanes of TRT, ITT, RCA and 
Western Union, it is readily apparent. that any such additional 
prudent and ‘cost-effective marketing efforts on the part of the 
IRC's would not begin to reach and fully inform "the vast majority 
of the public" as to the available ¥éoting alternatives. 

WUI's assertion that required customer routing would be 
less costly to implenfent than an allocation formula is, of course, 


clearly erroneous. (See Western Union Comments, pp 7-11). In view 


of WUI's primary advocacy of the retention.of the patently anti- 
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competitive provisions of the existing formula, one must also 
question the genuineness of its assertion that required cus- 

tomer routing will result in added competition. As explained in 
TRT's initial comments, the distribution of unrouted traffic under 
‘ yequired customer routing would primarily reflect the relative 
degree of corporate nane-recognition of the IRC‘s rather Shan any 
meaningful competition benefiting the public. 

. Accordingly, we respectfully submit that WUI's position 
in-support of the adoption of required customer routing is patently 
self-serving, without merit and should be summarily rejected by 
the Commission. : 

In addition to addressing the question of the desira- 
bility of required customer routing, Western Union's initial com- 
ments herein also set forth its plans for the mechanization of 
the interin formula. (Western Union Comments pp. 15-21). Accord- 
‘ingly, although this subject may not be entexety within the scope 
of the issues, we believe that it is appropeiate for TRT to express 
its views on Western Union's proposal in these “Reply Comments. 

In its Comments, Western Union announced that it intends 
to proceed with the mechanization of the interim Formure at an 
estimated cost of $350,000 and requested the IRC's to immediately 
express any oppositions ‘which they may have to this plan. TRT 
agrees with Western Union that pe AE of the interim 
formula should be expeditiously automated, and TRT agrees to 
reimpurse Western Union for its proportionate share of any addi- 
tional programming costs incurred by it for such automation as 


contemplated in the interim formula. . TRT, of course, cannot agree 


at this point as to the accuracy of Western Union's estimate set 
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forth in its comments that such programming will cost $350,000. 
In this regard, we wo id expect that any bills submitted by 

Western Union to TRI fur reimbursement of its programming costs 
would be detailed and would fully document all costs incurred by it. 

Although we agree that the full automation of the interim 
formula is a desirable goal which should be expeditiously pursued, 
we would most strongly oppose any suggestion that the implementa- 
tion of the interim formula should be further postponed until such 
automation can be achieved. 

The Commission has found in its Decision in this docket 
released January 7, 1976, “that the present method of distribution 
embodied in the international formula is unjust, unreasonable, 
inequitable and not in the public interest." The Commission 
further held that: 

* .. the record before us as well as elementary logic 
clearly warrants the conclusion that both the indivi- 
dual carriers and the public have been harmed by the 

' formula's denying a carrier unrouted traffic. The 
carriers so affected have seen the marketing efforts 
essentially nullified by the balancing provisions -- 
fjronically, the more successful those efforts have been, 
the more the carrier has been penalized. ‘The formula'‘s 
arbitrary disregard of the public's role has thwarted 
its expectations and may have resulted in an improper 
allocation of resources. Accordingly, we have con- 
cluded that those who have been injured are entitled 
to relief." (Emphasis added, Decision, para. 43.) 

In light of these definitive and conclusive findings of 
the ‘Commission, we submit that it would be unconscienable to post~ 
pone relief to the public, and to the carriers now being denied a 


just allocation of unrouted traffic, for an additional extended 


period pending the completion of Western Union's programming efforts. 
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In this regard, we think it,should be recognized that 


there has been a need to fully automate the administration of the 


~ 


. formula for a number of years and that Western Union's comments 


are somewhat misleading insofar as they tend to imply that auto- 
mation is a new requirement, resulting from the Commission's pre- 
scription of the interim formula. Thus, it is apparent that sub- 
stantial savings in the cost of administering the existing formula 
could have been achieved if it had been fully automated years ago 
at the time that Western Union installed its computerized domestic 
Switching system. Although Western Union now estimates in its 
instant Comments that the annual. cost of the manual administra- 
tion of the interim formula will be $474,000, it had previously 


estimated that the incremental cost of administering the interim 


‘formula (costs in addition to the costs presently incurred in © 


administrating the existing formula) would be only $150,000 per 
year. It is thus apparent that substantial costs are already being 
incurred ee Western Union in administering the existing aniewtel 
and unjust formula, and that the additional /$150,000 annaadiy 
required to administer a lawful and just formula cannot be con- 
sidered prohibitive, sanestatiy in comparison with Western Union's 
claimed landline haul revenue requirements of in excess of $30 


million annually (Western Union Exhibit No. 5, Attachment 4 in 


the Landline Haul Proceeding, Docket 19660). 


Moreover, we note that Western Union has already com= 
menced hiring and training the additional employees and installing 
the additional equipment needed for the manual administration 
of the interim formula. Thus, any further delay in the imple- 


mentation of the interim formula would in fact result in 
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"increased and, in a sense, unnecessary start-up costs for 
Western Union." (Western Union's Contingent Motion For Clari- _ 
fication, filed in this docket on March 5, 1976, p. 4.) 

Accordingly, we submit that the question of whether 
Western Union should fully automate the administration of the 
formula and the question of whether the interim formula should be 
implemented without further delay are separate and independent 
from each other. In this regard, we believe that, regardless of 
what allocation formula is in effect (i.e., the interim formula 
or the existing formula), its administration should be fully 
automated as expeditiously ae oracticst. We submit, however, that 
it is clear, in light of the Commission's findings in its Formula 
Decision, that the existing unlawful and inequitable formula 
should be immediately rescinded and replaced by the interim 
formula without regard to Western Union's schedule for its 
eventual automation. | 

WHERFFORE, wet yenweaes the Commission to dismiss this 
proceeding, insofar as it contemplates a possible prescription 
of required customer routing. TRT further requests the Commission 
to require the prompt implementation of the interim formula to be 
applicable wathd such time as it should be amended in a subse- 
quent proceeding in accordance with the requirements of Section 
222(e) (3) of the Communications Act. 

Respectfully submitted, 
TRT TELECOMMUNICATIONS CORPORATION 


i 


Robert Moman 


oe 


1747 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 
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Mr. L. F. Swaine 
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Mr. John Monroe 
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William D. English, Esq. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION <a 924 
Washington, D. C. 20554 


In the Matter of 


Docket No. 19660 
RM-690 


International Record Carriers’ Scope of 
Operations in the Continental United 
States, Including Possible Revisions to 
the Formula Prescribed under Section 222 
of the Comnunications Act 
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To: The Commission 


REPLY COMMENTS OF 
THE WESTERN UNION TELEGRAPH COMPANY 
The Western Union Telegraph Company (Western Union) 
hereby files the following Reply to the Comments submitted by 
the international carriers (IRCs) pursuant to the Report and 
_Order and Notice of Proposed Rule-Making (FCC 75-1430) adopted 
by the Commission on December 22, 1975 and released on 
January 7, 1976. 
In its initial Comments, Western Union requested 
a continuation of the present formula mode (either as embodied 
in the interim formula or in any other suitable formula) of dis- 
tributing international cablegram traffic amorg the IRCs. 
Western Union explained that it has become convinced that the 
so-called all-routed solution suggested by the Commission's 


January 7 Order would not be in the public interest. 
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Two of the IRCs -- RCA and TRT -- argued, as did 
Western Union, that the all-routed approach was impractical 
and that the Commission shovld retain the formula mode of dis- 


cd 
tributing traffic to the rcs. Although ITT urged that 


". . . the all-routed approach should be established as an 
ultimate objective toward which -‘1 parties would cooperatively 
strive,” it, nevertheless, took the position that this objec- 
tive could only be accomplished over the long term (ITT Con- 
ments, p. 2). Thus, ITT recognized ". . . that there are 
substantial problens associated with reaching that goal [i.e., 
an all-routed solution] which should be thoroughly explored by 
the Commission before ordering the implementation of an all- 


routed 'Formula'”™ (It. Comments, p. 9). In ITT's "judgment", 


*/ TRT noted in its Comments that it would be "feasible" to 
implement required customer routing for cablegram traffic 
filed vie Western Union telex and TWX terminals (TRT Comments, 
pp. 2, 8). While Western Union would agree that this 
is "feasible", it is obviously pointless. Only 4% of all 
unrouted traffic is filed by Western Union telex and TWX sub- 
scribers. The remaining 96% of the traffic would still have 
to be distributed by means of a formula. The slight decline 
in formula traffic would not result in any meaningful cost 
savings once distribution was computerized. All that would 
be accomplished would be that telex and TWX subscribers would 
be denied the right -- granted all other Western Union custon- 
ers -- to file cablegram traffic without specifying a given 
routing. There is clearly no significant advantage to be gained 
by implementing an all-routed solution limited to the 4% of 
the traffic filed by Western Union telex and TWX subscribers. 


TRT reached the identical conclusion. It stated that 


". . « Since only 4% of unrouted traffic would be af- 
fected, the implementation of these changes would 
have little effect on total distribution of traffic 
among the carriers. We therefore believe that there 
would be little purpose in modifying the interim 
formula to require Western Union to implement those 
operating changes" (TRT Comments, p. 8). 


none of the “possible approaches” which it suggested in its 


926 


Comments offered a “practical methodology for achieving an 
all-routed distribution in the near-term (i.e., the next one 
to three years).” (ITT Comments, p. 4). 

ITT's Comments are largely devoted to an analysis of 
the problems inherent in implementing an all-routed solution. 
The difficulties mentioned in ITT's pleading are in a ns 
similar to those noted by Western Union. Our basic disagree- 
ment with ITT stems from its belief -- and ITT's Comments do not 
in any way explain the basis for its optimism in this régara -- 
that the difficulties in implementing an all-routed solution Sich 
would somehow diminish or even disappear with the passage of ‘ 
time. Indeed, ITT’s own pleading clearly reflects the perma- 
nent nature of the impediments tc an all-routed solution. 
Thus, ITT points out: 

e That “an effective advertising/marketing campaign 
to achieve a “saecier consciousness” for the IRCs among the 
approximately three million unrouted message originators would 
be prohibitively expensive .. -” (ITT Comments, p- 4); 

eo That “requiring Wester Union personnel interfacing 
with the sendcer to provide routing information and identifica- 
tion of the routing options (IRCs) available to the sender 
is .. .- plagued with administrative and economic problems” 
(ITT Comments, p. 6)3 

2a That, in particular, “the expense af 5) -¢ @eaining 
[Western Union] operators in addition to the decreased produc- 
tivity due to the Western Union personnel making overseas 
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routing explanation to customers would likely increase Western 
Union's overall operating costs by a substantial amount. . .” 
(ITT Comments, p. 6); and. 

@ That ”". . . any mandatory routing ‘snide en- 
forced by Western Union's agents virtually guarantees a wi 
stantial bias in those routings in favor of Western Union |. 
International, Inc. (WUI) because of the close similarity of 
names between those two carriers. . .* (ITT Comments, p. 7). 

It would seem readily apparent that none of these 
problems will diminish to any significant extent in the future 
and that they will be just as severe three years from now (the 


end of the "near-term" according to ITT) as they are today. 


It. 


The only carrier which considered an all-routed solu- 
tion to be possible or desirable in the near future was 
WUI. An all-routed solution, however, was not WOI's first 
choice. WUI explained that its Comments were submitted 
". . . without prejudice to its preference far retention of the 
existing formula” (WUI Comments, p. 2). Thus, WUui does not 
object to the formula mode of distributing international cable- 
gram traffic. It simply believes that the Commission has 
selected the wrong formula; that the new interim formula does 
not give it what it deems to be a fair share of unrouted 
traffic; and, that, under the circumstances, it would rather 


take its chances with an all-routed solution. The fact that 


WUI's first choice is a continuation of the formula mode of 


ae a 
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distributing traffic, however, illustrates that it has no dif- 

ficulty with the formula concept per Sé and that it does not -- 

apparently ~~ vada the Commission's tentative conclusion that 

a requirement for customer routings possesses inherent advan-_ 
*/ , 


In any case, we find nothing in WUI's Comments which 


tages over the formula approach. 
would demonstrate the superiority of an all-routed approach. 
A. WUI argues that he | 
"{[O]ne result of requiring the public to 
route messages woulda be to force all of the’: 
IRCs to increase their marketing efforts so 
as to acquaintthe public with the existence 


and quality of their services. . -” (wur 
Comments, p- 3). fe 


| As Western Union pointed ect in its initial Comments 
top. 12-245), there is no merit to she desertion that an all- 
routed solution would lead to a substantial increase in the 
<RCs' “marketing efforts.” Approximately 65% of all interna-— 
tional cablegram traffic is already routed. The remaining : 
market for unrouted traffic is limited (only 3 million 
unrouted cablegrams amounting to $7.5 million in rs venues 
were sent in 1974)» declining and very likel; ‘nprotitable. 
It is generally recognized that senders of ui rouc7zd cablegrams 
are, for the most part, infrequent users, widely dispersed 
throughout the country (ITT Comments, P- 4; RCA Comments, 


I 


a/ in earlier pleadings filed with the Commission, WUI was lavish 
in its praise of the current formula. See, e.ges Comments of 


Western Union International, Inc., filed July 8, 1974, B. 43 
Reply of Western Union International, Ince, filed August 16, 
S674, DO. 1. 3-5, 9: Responsive Comments of Western Union 
International, Inc., filed August 1, 1975, P- 2. 
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p. 10; TRT Sinemet: pp. 4-5)- wut itself concedes chat routed 
traffic is “mostly business” while unrouted traffic is “mostly 
social (wur Reply Comments, filed August 28, 1975, P- hy 
Obviously, any attempt to reach these "social", and 
presumably occasional, users will require an extensive and 
costly nationwide advertising campaign. The IRCs themselves 
have indicated that such an effore would not be worthwhile 
economically and that ‘they have no intention of spending sub- 
stantial sums in an attempt to induce customers to specify 
particular routings (see, TRT Comments, p- 12; ITT Comments, 
“pe 4; RCA Comments, PP- 5- 6y. For its part, WoL had earlier 
explained to the Commission nat the existing formula has been 
responsible for preventing the “waste of resources” that would 
be involved "in fruitless solicitation efforts .. .” (Reply of 
Western Union International, Inc., filed August 16, 1974, p- 5)» 
We would agree with TRT (see TRT Comments, P- i) - 
that if there is any incentive for the IRCs to solicit cus-. 
tomer routings, it is maximized by the interim formula. 
Since under the interim formula unrouted traffic is distributed 
in accordance with the rpcs' share of routed traffic, the | 
euecenater solicitation of a routed message carries with ita 
"bonus" in the form of a share of unrouted traffic. Conse- 
quently, the interim formula provides a certain “leverage 
effect" which is entirely absent from the all-routed solution. 
B. In a related argument WUI suggests that increased 


marketing efforts would 


$30 


"in turn... lead to a situation where 
all carriers would compete fully for all out- 
bound message traffic. . .” 


and that | 
"to the extent that quality of service might 
be dependent upon the effectiveness of com- 
petition, the result of the proposed required 
routing may very well be increased efforts by 
all carriers to improve existing services and 
to innovate new services.” a 
Here again, WUI's contention is based on a faulty 
premise. For the reasons explained above, and in Western 
Union's initial Comments (see, pp. 12, 14), the all-routed 
solution would ‘not provide an incentive for the IRCs to in- 
crease their "marketing efforts” or to "compete fully for all 
outbound message traffic.” 
Moreover, the idea that an all-routed solution would 
somehow stimulate competition among the IRCs and thereby im- 
prove service is totally at odds with WUL's earlier assurances 
to the Commission that the existing formula had already ac- 
complished this desirable result. Thus, in its Reply of 
August 16, 1974 (pp. 5, 8), WU informed the Commission that > 


the existing 


*. . . formula has fostered keen competition 
between the international record carriers in 
quality of service, as evidenced by the fact 
that all carriers have conducted extensive 
modernization and computerization of their 
facilities. 


oe 
= ss § 


931 


». . . Indeed the entire history of the inter- 
national record carrier industry reveals con- 
tinuing efforts by all carriers to improve 

their service, and the present highly developed, 
computerized operation is evidence that the 
formula has not in any, way limited the induce-~ 
ment to provide the best possible service to the 


public.” 


WUI cannot have its cake and eat it too. Surely, if 
the ideals of keen competition and excellent service have al- 
ready been optimized by the existing formula, the all-routed 
solution would not apohar necessary to reach these sane goals. 


C. WUI claims that 


"The required routin7 proposal would at one stroke 
eliminate all of the complexities involved in the 
administration of a formula designed to govern dis- 
tribution of the traffic to almost two hundred 
separate points, and would eliminate all claims of 
unfair administration of the formula... ." (wuI 


Comments, p. 4). 


We believe that WUI is wrong on both counts. First, 
as Western Union noted in its Comments, the “complexities” 
of the new formula will present no special problems once 
a 


The interim formula will be no 


distribution is automated. 

more difficult for Western Union's computer t9 handle than 

the existing formula which is so highly regarded by WUI. 
Second, it is readily apparent that the all-routed 

solution would give rise to all kinds of complaints of “unfair 

administration." (See Western Union's Comments, pp. 4-7.) 

In fact, the squabbling has already begun. ITT (Comments, 


p. 11), RCA (Comments, pp. 8-9), and TRI (Comments, p. 11), 


#/ Such automation is scheduled to be substantially completed 
by November 27, 1976 (Western Union Comments, p. :7), 
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take the position that an all-routed solution would vesuke th 
a substantial bias in favor of WUI because of the similarity 
of its corporate name to that of Western Union. This problem 
would obviously be aggravated if the Commission accedes to WUI's | 
request that the Western Union operator recite WUI's full cor- 
porate name -- Western Union International -- to each customer 
being assisted in specifying a particular routing. (See RCA 
Reply Comments, p. 7.)- : 

D. In our view, WUI's Comments are seriously deficient 


in that they make-no serious attempt to analyze the reas proplems 


that must be faced in implementing an all-routed solution. Ac- A 
cording to WUI, all that is necessary for the effective operation : 
of a system of required customer routings is that the names of 
the various IRCs be recited in full and that the order of 
recitation be rotated periodically (WUI Comments, p. 7). Thus, 


WUI states -- without any attempt at verification -- that 


es vast majority of the public should quickly 
learn that routings are required, and that they 
must specify the carrier of their choice. Most 
persons who file cablegrams with Western Union 
will soon realize that they should be prepared to i 
specify the carrier of their choice before con- 
tacting Western Union." (WUI Comments, p. 5). 


For reasons already recited, this picture of what would iy 


occur must be regarded as something of a pipedream. 


ee ae ee 


CONCLUSION 


Por the reasons stated herein and in its initial 


Comments, Western Union respectfully requests that the 


Commission continue to require that international cablegram 


traffic be distributed to the IRCs sai a formula. 
Respectfully’ submitted, 
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